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Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  CA  941 17-1898 

President  and  Members: 

The  Controller's  Audits  Division  presents  its  report  concerning  the  special  fund  and 
performance  audit  of  the  San  Francisco  Marina  Small  Craft  Harbor  (harbor)  of  the 
Recreation  and  Park  Department  (Department)  of  the  City  and  County  of  San  Francisco 


This  report  concludes  that  the  Department  needs  to  renovate  facilities,  revise  policies,  and 
improve  management  controls  at  the  harbor.  Specifically,  the  report  recommends  that  the 
Department  adopt  an  updated  harbor  master  plan  and  consider  entering  into  a  public- 
private  partnership  for  the  renovation  and  operation  of  the  harbor;  reexamine,  revise,  and 
enforce  some  harbor  rules;  consider  raising  the  rents  of  the  harbor's  berth  holders  and  of 
the  St.  Francis  Yacht  Club;  consider  using  City  security  guards  at  the  harbor  at  night  to 
cut  operating  costs;  deposit  cash  collected  at  the  harbor  more  promptly;  and  strengthen 
the  harbor's  management  controls. 

The  Department's  response  is  attached  to  this  report.  The  Controller's  Audits  Division 
will  be  working  with  the  Department  to  follow  up  on  the  status  of  the  recommendations 
made  in  this  report. 

Respectfully  submitted. 
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EXECUTIVE  SUMMARY 


Results  in  Brief  The  Recreation  and  Park  Department  (Department)  of  the 

City  and  County  of  San  Francisco  (City)  needs  to  renovate 
the  San  Francisco  Marina  Small  Craft  Harbor  (harbor), 
reexamine  and  revise  some  harbor  policies,  and  enhance  the 
harbor's  management  controls.  Specifically,  to  enable  the 
harbor  to  provide  a  level  of  service  that  is  more  satisfactory 
to  its  customers  and  to  do  so  more  efficiently,  the 
Department  should  improve  the  harbor's  facilities, 
operations,  and  finances  in  a  number  of  areas. 

•  The  Department  should  completely  renovate  the  harbor, 
which  does  not  well  serve  its  users  because  of  its 
deteriorated — and  in  some  cases  unsafe — ^facilities, 
inadequate  breakwaters,  and  need  for  dredging. 

•  Moreover,  it  may  be  advantageous  for  the  Department 
to  form  a  public-private  partnership  to  redevelop  and 
operate  the  harbor.  Further,  the  financing  of  a  harbor 
renovation  may  require  the  City  to  consider  such  a 
partnership. 

•  To  improve  harbor  operations  and  increase  harbor 
revenues  to  defi-ay  the  cost  of  a  harbor  redevelopment, 
the  Department  should  reexamine  and  possibly  revise 
several  harbor  rules  that  are  unenforceable  as  written  or 
have  undesirable  consequences. 

•  Although  it  used  the  Marina  Yacht  Harbor  Fund 
(Harbor  Fund)  properly  in  the  year  we  tested,  the 
Department  should  consider  increasing  the  harbor's 
revenues  by  raising  berth  fees  after  the  harbor  is 
renovated  and,  if  possible,  increasing  the  rent  of  the  St. 
Francis  Yacht  Club.  It  should  also  consider  decreasing 
the  harbor's  expenses  by  using  less-expensive  security 
personnel  on  night  shifts.  These  measures  would 
generate  revenue  that  could  be  spent  on  the  harbor 
renovation. 

•  Although  the  management  controls  over  some  harbor 
processes  are  adequate,  the  harbor  lacks  a  mission 
statement,  goals,  objectives,  performance  measures,  and 
policies  and  procedures  for  most  of  its  activities. 

Background  The  City's  Recreation  and  Park  Department  operates  the 

San  Francisco  Marina  Small  Craft  Harbor.  The  Department 
is  governed  by  the  Recreation  and  Park  Commission 
(Commission).  The  State  of  Califomia  (State)  granted  the 
harbor  to  the  City  in  1935,  limiting  its  use  to  aquatic. 
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recreational,  boulevard,  park,  and  playground  purposes. 
These  restrictions  on  harbor  use  also  apply  to  revenues 
generated  from  the  harbor.  The  City  uses  the  Marina  Yacht 
Harbor  Fund  (Harbor  Fund)  for  the  harbor's  revenues  and 
expenditures.  Harbor  revenues  include  the  berth  rents  paid 
by  harbor  tenants  and  the  property  rents  paid  by  the  two 
yacht  clubs  and  the  fuel  concessionaire  that  have  leases  at 
the  harbor. 

The  harbor  lands  are  bounded  on  the  east  by  Fort  Mason, 
on  the  west  by  Lyon  Street  and  the  Presidio,  on  the  south 
by  Marina  Boulevard,  and  on  the  north  by  San  Francisco 
Bay.  The  harbor  has  709  berths  in  two  basins,  the  West 
Basin  and  the  East  Basin,  also  known  as  Gas  House  Cove. 

In  1989,  a  master  plan  prepared  for  the  harbor  proposed  a 
major  redevelopment  including  extending  breakwaters  in 
the  East  and  West  basins  to  protect  the  harbor  from  wind 
and  wave  surge,  dock  replacement  for  almost  half  the 
berths,  chaimel  dredging,  and  upgrading  or  replacing 
facilities  such  as  the  harbor  office,  rest  rooms,  and  parking 
lots.  However,  because  of  opposition  by  Marina  District 
residents,  the  City's  Board  of  Supervisors  did  not  approve 
the  Commission's  request  to  apply  for  a  state  loan  that  was 
needed  to  finance  the  improvements  called  for  in  the  plan, 
and  the  plan  was  not  implemented.  In  1994,  the  Board  of 
Supervisors  approved  a  resolution  urging  the  Mayor  to 
oppose  the  construction  of  any  additional  breakwater  in  the 
outer  West  Basin.  In  1997,  an  engineering  feasibility  study 
proposed  a  harbor  renovation  similar  to  the  one  in  the 
master  plan,  but  excluded  breakwater  improvements  for  the 
West  Basin.  However,  according  to  Department  staff,  the 
Recreation  and  Park  Commission  tabled  the  1997  study  due 
to  objections  from  the  San  Francisco  Marina  Harbor 
Tenants  Association  because  the  study  did  not  recommend 
the  rebuilding  of  berths  in  the  outer  West  Basin. 

The  Department  Should  The  Department  should  adopt  an  up-to-date  master  plan  and 
Renovate  the  Harbor  redevelop  the  harbor,  including  needed  breakwaters  and 

dredging.  Although  more  than  a  decade  of  plans,  audits, 
and  studies  have  recommended  the  harbor  be  redeveloped, 
the  City  has  not  renovated  the  harbor.  The  harbor's  users — 
including  berth  tenants,  visiting  boaters,  the  members  and 
guests  of  the  two  yacht  clubs  on  the  premises,  and  the 
public — are  not  well  served  by  a  deteriorated  marina.  The 
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harbor's  facilities  are  run  down  and  in  places  unsafe,  its 
basins  need  to  be  dredged,  and  almost  half  of  the  tenants  we 
surveyed  report  that  their  berths  are  inadequately  protected 
from  waves.  Further,  harbor  staff  cannot  adequately 
maintain  facilities  that  have  outlived  their  life  expectancy. 
If  the  City  allows  the  harbor  to  operate  indefinitely  with 
facilities  that  cannot  be  maintained  adequately,  the  harbor 
will  cease  to  be  a  viable  recreational  small  craft  marina. 

The  Department  Needs  to     In  planning  for  the  renovation  and  future  operation  of  the 
Consider  a  Public-Private    harbor,  the  Department  should  consider  entering  into  a 
Partnership  public-private  partnership.  Although  it  may  not  increase 

City  revenues,  such  a  partnership  could  expedite  the 
harbor's  renovation  because  the  private  firm  could  be 
required  to  have  expertise  in — and  could  be  held  directly 
responsible  for — supervising  the  design,  obtaining  the 
necessary  approvals  and  permits,  and  overseeing  the 
eventual  rebuilding.  Other  local  governments  have  joined 
with  firms  that  specialize  in  marina  management  to  finance 
the  renovation  of,  improve,  and  manage  their  marinas. 
Further,  if,  as  is  likely,  the  City  applies  to  the  State  for  a 
low-interest  loan  to  finance  the  harbor  redevelopment,  the 
City  will  be  obligated  to  consider  and  hold  a  public  hearing 
on  the  feasibility  of  a  private  entity's  constructing  and 
operating  the  project. 

The  Commission  Should      Because  the  Department  must  both  serve  and  regulate  its 
Revise  and  the  harbor  customers,  the  Commission  should  reexamine  and 

Department  Should  revise  some  harbor  rules  that  are  unenforceable  as  written 

Enforce  Harbor  Rules         or  have  undesirable  consequences.  Other  rules  simply  need 

to  be  enforced  by  the  Department.  The  rule  allowing  tenants 
to  transfer  their  berths  when  they  sell  their  boats  contributes 
to  long  waits  for  berth  applicants  and  should  be  reassessed. 
The  rule  regulating  how  tenants  may  sublet  their  berths  is 
not  generally  enforced  and  could  be  revised  to  the  harbor's 
advantage.  A  1998  effort  to  enforce  the  rule  that  prohibits 
live-aboard  boats  failed.  This  rule  is  almost  unenforceable 
as  written  and  should  be  discarded  if  an  outside  agency — 
the  San  Francisco  Bay  Conservation  and  Development 
Commission  (BCDC) — will  permit  the  harbor  to  allow  a 
limited  number  of  live-aboard  boats.  Finally,  the  harbor 
does  not  enforce  the  rule  that  requires  tenants  to  use  their 
boats  regularly,  but  should  do  so  to  evict  the  few  harbor 
tenants  who  appear  to  be  using  their  berths  merely  for  boat 
storage.  Rules  that  the  Department  cannot  or  does  not 
enforce  inhibit  the  effective  operation  of  the  harbor. 
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The  Department  Could 
Increase  Harbor 
Revenues,  Decrease 
Harbor  Expenses,  and 
Deposit  Harbor  Revenues 
More  Promptly 


Although  it  does  not  enforce  some  harbor  rules,  we  found 
the  Department  used  the  Marina  Yacht  Harbor  Fund 
(Harbor  Fund)  of  over  $2  million  properly  in  fiscal  year 
1998-99 — the  Department  deposited  to  the  fund  the  harbor 
revenues  we  tested  and  the  Department's  expenditures  from 
the  firnd  that  we  tested  were  harbor-related.  However,  to 
make  available  more  funds  to  defray  the  costs  of  a  harbor 
renovation,  the  Department  should  consider  increasing  the 
harbor's  revenues  by  raising  berth  fees  up  to  51  percent  to 
match  the  average  rate  of  two  other  recreational  small  craft 
harbors  in  San  Francisco,  South  Beach  Harbor  and  Pier  39 
Marina.  Such  an  increase,  which  should  become  effective 
after  the  harbor  is  renovated,  would  raise  up  to  $725,000 
aimually.  The  harbor's  berth  fees  last  increased  in  1994. 
The  Department  should  also  consider  decreasing  the 
harbor's  operating  expenses  by  more  than  $22,000  annually 
by  using  less-expensive  City  security  personnel  on  night 
shifts.  Finally,  the  Department  loses  some  earnings  on  its 
revenues  because  it  is  slow  in  depositing  with  its 
commercial  bank  the  cash  collected  at  the  harbor.  We  found 
that  the  Department's  accounting  unit  is  primarily 
responsible  for  these  delays. 


The  Department  Should 
Strengthen  Some  of  the 
Harbor's  Management 
Controls 


Although  the  Department  adequately  controls  some 
business  processes  at  the  harbor,  the  Department  should 
nonetheless  strengthen  some  of  the  harbor's  management 
controls.  The  harbor  lacks  a  mission  statement  as  well  as 
written  goals,  objectives,  and  performance  measures.  The 
absence  of  these  basic  management  tools  impedes  the 
ability  of  Department  staff  to  manage  the  harbor 
effectively,  and  may  indicate  that  the  Department  gives 
insufficient  attention  to  the  harbor's  performance.  The 
harbor  also  lacks  written  policies  and  procedures  for  staff 
concerning  all  but  one  of  its  ftmctions.  Without  written 
policies  and  procedures  for  most  duties  of  its  staff,  the 
harbor  limits  its  ability  to  train  new  employees  and  hold 
existing  employees  accountable  for  ftilfilling  their  job 
responsibilities.  Finally,  although  the  Department  has 
adequate  procedures  for  assigning  vacant  berths  to 
applicants  on  waiting  lists,  who  become  permanent  tenants, 
it  has  no  written  policies  and  only  informal  procedures  for 
assigning  these  berths  to  short-term  tenants  while  awaiting 
the  process  it  uses  to  make  the  permanent  assignments.  As  a 
result,  the  Department  cannot  ensure  that  these  assignments 
are  made  fairly. 
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The  Department  Should 
Attempt  to  Negotiate  a 
Rent  Increase  for  the  St. 
Francis  Yacht  Club 


To  increase  harbor  revenues,  the  Department  should  pursue 
the  possibility  of  a  lease  amendment  to  raise  the  rent  of  the 
St.  Francis  Yacht  Club  so  that  it  is  aligned  with  that  of  the 
Golden  Gate  Yacht  Club,  the  other  yacht  club  that  leases 
property  in  the  harbor  and  pays  significantly  more  rent  per 
square  foot.  Rental  rates  in  the  leases  of  the  Golden  Gate 
Yacht  Club  and  the  boat  fiiel  concessionaire  at  the  harbor 
are  reasonable,  but  the  rental  rate  paid  by  the  St.  Francis 
Yacht  Club  is  comparatively  low  because  it  is  based  on  a 
40-year  agreement  entered  into  in  1973  which  provides  for 
only  modest  rental  increases  every  five  years.  If  the  St. 
Francis  Yacht  Club  agrees  to  a  rent  increase,  the 
Department  should  attempt  to  align  the  St.  Francis  Yacht 
Club's  rent  with  the  rent  paid  by  the  Golden  Gate  Yacht 
Club.  This  would  realize  over  $48,000  yearly  in  additional 
revenues.  The  Department  could  use  any  additional  rental 
revenue  to  defiray  the  costs  of  the  harbor's  renovation. 


Key  Recommendations 


The  report  includes  a  number  of  recommendations,  some  of 
which  are  presented  below.  To  improve  the  harbor's 
facilities,  operations,  and  finances,  the  Recreation  and  Park 
Department  or  Recreation  and  Park  Commission  should 
take  the  following  actions: 


The  Department  must  renovate  the  harbor  so  it  can  better 
serve  its  tenants  and  visitors. 

•  Adopt  an  updated  version  of  the  1 989  master  plan  to 
execute  a  comprehensive  redevelopment  of  the  harbor. 
Any  plan  should  include  breakwater  improvements  and 
dredging  in  both  basins  of  the  harbor,  and  renovations 
of  docks,  rest  rooms,  and  other  facilities. 

•  Apply  to  the  California  Department  of  Boating  and 
Waterways  to  obtain  the  millions  of  dollars  that  will  be 
needed  to  redevelop  the  harbor. 


The  Commission  should  reevaluate  and  revise  some  of  the 
harbor's  rules  to  improve  harbor  operations  and  increase 
harbor  revenues. 

•  Reexamine  the  harbor  rule  that  allows  berth  transfers 
following  the  sale  of  a  boat. 

•  Change  the  harbor  rules  so  the  harbor  office  handles  all 
sublets.  The  harbor  could  realize  additional  revenue  by 
either  collecting  directly  from  the  subtenant  the  full 
rental  amount  and  from  the  tenant  some  fraction  of  the 
fiill  rental  amount,  or  by  collecting  from  the  tenant 
increased  rent  during  the  sublet. 
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•  Apply  for  a  permit  from  the  San  Francisco  Bay 
Conservation  and  Development  Commission  to  allow 
live-aboard  boats  at  the  harbor  in  its  current  state. 

•  Support  harbor  staff  in  enforcing  the  rule  that  requires 
tenants  to  use  their  boats  regularly. 

The  Department  should  increase  revenues  and  decrease 
costs  at  the  harbor  to  help  pay  for  its  renovation. 

•  Consider  raising  by  up  to  5 1  percent  the  average  rental 
rate  for  berths  at  the  harbor  to  align  this  rate  with  rates 
at  other  marinas  in  San  Francisco.  The  increase  should 
occur  after  harbor  renovation. 

•  Consider  using  City  security  guards  to  patrol  the  harbor 
on  night  shifts  instead  of  marina  assistant  managers  to 
reduce  salary  costs. 

•  Establish  procedures  to  ensure  that  the  Department 
promptly  deposits  with  its  commercial  bank  all  cash 
collections  from  the  harbor  to  avoid  loss  of  interest 
earnings. 

•  Enter  into  negotiations  with  the  St.  Francis  Yacht  Club 
to  agree  on  a  rent  increase  such  that  the  club's  rent  per 
square  foot  of  leasehold  would  be  comparable  to  that 
paid  by  the  Golden  Gate  Yacht  Club. 

To  enhance  the  harbor's  ability  to  operate  more 
effectively,  the  Department  should  improve  the  harbor's 
management  controls. 

•  Develop  and  use  a  mission  statement,  goals,  objectives, 
and  performance  measures  for  the  harbor.  These  should 
address  the  desired  results  of  the  harbor  program,  such 
as  the  level  of  customer  service  it  intends  to  provide,  in 
quantitative  terms. 

•  Ensure  that  harbor  management  creates  a  policies  and 
procedures  manual  to  aid  staff  in  performing  their 
duties  and  assist  management  in  evaluating  whether 
staff  are  performing  their  duties  adequately. 

Department  Comments       The  Department  states  that  it  agrees  with  the  majority  of  the 

recommendations  in  this  report  and  believes  that  it  can  act 
on  a  number  of  them  in  the  very  near  future.  The 
Department's  frill  response  is  attached  to  the  report. 
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INTRODUCTION 


The  San  Francisco  Marina  Small  Craft  Harbor  (harbor)  is  operated  by  the  Recreation 
and  Park  Department  (Department)  of  the  City  and  County  of  San  Francisco  (City). 
The  State  of  California  (State)  granted  the  City  title  to  the  harbor  in  1935,  with  the 
stipulation  that  the  City  hold  it  in  trust  and  use  it  for  aquatic,  recreational,  boulevard,  park, 
and  playground  purposes.  According  to  a  1987  opinion  of  the  Office  of  the  City  Attorney 
(City  Attorney),  these  restrictions  on  harbor  use  also  apply  to  revenues  generated  from  the 
harbor. 

Established  by  the  City  as  a  special  revenue  fund  for  the  harbor's  revenues  and 
expenditures,  the  Marina  Yacht  Harbor  Fund  (Harbor  Fund)  is  administered  by  the 
Recreation  and  Park  Commission  (Commission).  Harbor  revenues  include  the  berth  rents 
paid  by  harbor  tenants  and  the  property  rents  paid  by  the  two  yacht  clubs  and  the  fuel  and 
boat  chandlery  concessionaire  that  have  leases  at  the  harbor.  All  harbor  revenues  are  to  be 
credited  to  the  Harbor  Fund  and  all  expenditures  from  this  fund  are  to  be  related  to  the 
harbor.  Although  it  appears,  based  on  the  City  Attorney  opinion,  that  it  would  be  illegal  for 
the  City  to  transfer  harbor  revenues  from  the  Harbor  Fund  to  the  City's  general  frind,  the 
City  is  permitted  to  charge  the  harbor  for  the  costs  that  the  Recreation  and  Park 
Department  and  other  City  departments  incur  in  providing  administrative  support  to  the 
harbor. 

The  harbor  is  bounded  on  the  east  by  Fort  Mason,  on  the  west  by  Lyon  Street  and  the 
Presidio,  on  the  south  by  Marina  Boulevard,  and  on  the  north  by  San  Francisco  Bay.  The 
harbor  consists  of  two  basins,  the  West  Basin  and  the  East  Basin,  also  known  as  Gas  House 
Cove.  The  harbor  has  709  berths.  According  to  the  San  Francisco  Marina  Master  Plan 
(master  plan),  the  harbor's  facilities  have  existed  in  their  present  size  and  configuration 
since  1963,  when  the  last  major  improvements  occurred. 

In  1989,  a  group  of  engineering  and  related  firms,  in  conjunction  with  the  City's 
Department  of  Public  Works,  prepared  the  master  plan.  The  principal  elements  of  the 
master  plan  included  extending  breakwaters  in  the  East  and  West  basins  to  protect  the 
harbor  from  wind  and  wave  surge,  dock  replacement  for  about  45  percent  of  berths, 
gangway  and  security  gate  replacement,  channel  and  beach  dredging,  upgrading  utilities 
such  as  water  and  electrical  services,  a  new  harbor  office,  new  boater  rest  rooms,  and 
parking  lot  reconfigurations  to  add  spaces.  The  plan's  proposed  dock  reconfiguration 
would  have  added  approximately  42  berths  in  the  outer  West  Basin.  However,  the  master 
plan  was  not  implemented  because  the  City  's  Board  of  Supervisors  did  not  approve  the 
Department's  request  to  apply  for  a  state  loan  that  was  needed  to  finance  the  improvements 
called  for  in  the  plan.  Although  the  Commission  approved  the  master  plan  in  1 989, 
according  to  Department  staff,  there  was  public  opposition  to  the  master  plan's  proposals 
for  a  breakwater  in  the  outer  West  Basin  and  Marina  District  residents  had  raised  concerns 
over  the  plan's  impacts  on  traffic  congestion,  commercialization,  obstruction  of  views,  and 
the  cost  to  implement  it. 
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In  1994,  the  Board  of  Supervisors  approved  a  resolution  urging  the  Mayor  to  oppose  the 
construction  of  any  additional  breakwater  in  the  outer  West  Basin.  In  1997,  some  of  the 
same  firms  that  developed  the  master  plan  issued  an  engineering  feasibility  study 
proposing  a  harbor  renovation  similar  to  the  one  in  the  master  plan,  but  excluding 
breakwater  improvements  for  the  harbor's  West  Basin.  Although  not  in  conflict  with  the 
Board  of  Supervisors'  1994  resolution,  the  improvements  proposed  in  the  1997  study  were 
not  implemented.  According  to  Department  staff,  this  occurred  because  the  Commission 
tabled  the  1997  study  due  to  objections  from  the  San  Francisco  Marina  Harbor  Tenants 
Association  because  the  study  did  not  recommend  the  rebuilding  of  berths  in  the  outer 
West  Basin. 

For  fiscal  year  1999-2000,  the  harbor  had  a  proposed  budget  of  $2.5  million  and  16.6  full- 
time  equivalent  positions.  Overseeing  the  harbor  is  one  of  the  Department's  assistant 
superintendents  of  neighborhood  services.  During  this  audit,  the  harbor's  top  management 
position  of  harbormaster  (marina  manager)  was  vacant,  and  had  been  since  May  1999.  The 
Department  reports  that  a  new  marina  manager  was  put  in  place  on  June  1 ,  2000.  The 
harbor's  revised  fiscal  year  1998-99  budget  was  $2.2  million,  of  which  $1.4  million  was 
for  operating  expenses  and  approximately  $0.8  million  was  for  capital  improvements.  The 
harbor's  proposed  fiscal  year  1999-2000  budget  was  $2.5  million. 

The  Commission  consists  of  seven  members  appointed  by  the  Mayor  for  four-year  terms. 
The  Commission  sets  policy  for  the  Department  which,  under  the  direction  of  its  general 
manager,  manages  all  the  City's  parks,  playgrounds,  recreation  centers  and  other 
recreational  facilities,  and  avenues  and  grounds  under  the  Commission's  control.  The  City 
Charter  charges  the  Department  with  promoting  organized  public  recreation  of  the  highest 
standard. 

SCOPE  AND  METHODOLOGY 

We  conducted  a  review  of  the  harbor,  addressing  both  performance  and  financial  issues. 
We  determined  if  the  Department  accounts  for  all  harbor  revenues  and  deposits  those 
revenues  into  the  Harbor  Fund  as  required,  and  whether  the  Department  spends  the  money 
in  the  fund  in  accordance  with  applicable  legal  requirements.  We  also  assessed  the 
condition  of  the  harbor,  the  satisfaction  of  the  permanent  tenants  (tenants)  with  the  harbor's 
facilities  and  services,  and  the  adequacy  of  the  Department's  maintenance  and 
improvement  of  the  harbor. 

To  evaluate  the  most  advantageous  way  to  manage  and  renovate  the  harbor,  we  examined 
whether  the  Department  should  consider  an  alternative  operating  model  for  the  harbor, 
such  as  a  public-private  partnership  for  the  harbor's  renovation  and  management.  In 
making  this  assessment,  however,  we  could  not  conduct  a  cost  analysis  of  public  versus 
private  management  of  the  harbor  because  the  costs  and  revenues  of  any  public-private 
partnership  vary  depending  on  the  terms  of  the  agreement  negotiated. 
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To  evaluate  the  reasonableness  of  selected  harbor  rules  and  their  degree  of  enforcement,  we 
looked  at  rules  on  the  transfer  of  berths,  sublease  of  berths,  regular  use  of  boats,  and  the 
prohibition  of  live-aboard  boats.  In  addition  to  testing  how  the  Department  uses  the  Harbor 
Fund,  we  determined  whether  the  rents  the  harbor  charges  its  tenants  are  reasonable  and 
whether  they  should  be  increased,  and  how  the  harbor's  expenses  could  be  reduced. 
Moreover,  the  audit  evaluated  the  harbor's  management  controls,  including  its  plarming, 
policies  and  procedures,  and  performance  measurement.  In  doing  so,  we  assessed  whether 
the  Department  has  adequate,  fair  procedures  to  assign  vacant  berths  to  applicants;  whether 
it  has  sufficient  procedures  to  transfer  berths  to  new  owners  of  boats;  and  whether  it  has 
followed  these  procedures.  Finally,  we  reviewed  the  Department's  leases  with  the  yacht 
clubs  and  the  fuel  and  yacht  broker  concessionaire  at  the  harbor  to  determine  if  these 
agreements  provide  for  adequate  revenue  to  the  City. 
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THE  RECREATION  AND  PARK  DEPARTMENT  SHOULD 
RENOVATE  THE  HARBOR  AND  CONSIDER  AN  ALTERNATIVE 
MODEL  FOR  THE  HARBOR'S  OPERATION 


CHAPTER  SUMMARY 

The  San  Francisco  Marina  Small  Craft  Harbor  (harbor)  has  deteriorated  and  needs 
major  renovation,  including  breakwater  improvements.  The  harbor  has  inadequate 
protection  from  wave  surge,  most  of  its  facilities  are  old  and  in  only  fair  or  poor 
condition,  and  the  harbor  needs  dredging.  Because  of  these  conditions,  the  harbor  does  not 
serve  its  permanent  tenants,  short-term  tenants,  and  visitors  as  well  is  it  should.  The 
Recreation  and  Park  Department  (Department)  of  the  City  and  County  of  San  Francisco 
(City)  should  develop  and  implement  an  updated  version  of  the  1989  master  plan  for  the 
harbor  which  the  Recreation  and  Park  Commission  (Commission)  approved  but  was  unable 
to  implement.  This  plan  calls  for  renovation  of  the  harbor  including  breakwater 
improvements  in  both  the  harbor's  East  and  West  basins,  but  the  City  never  implemented 
the  plan  because  the  Board  of  Supervisors  did  not  approve  the  Commission's  request  to 
apply  for  a  state  loan  to  finance  the  improvements.  If  the  Department  does  not  develop  and 
implement  a  new  or  updated  plan,  the  harbor  will  continue  to  deteriorate. 

In  planning  for  the  renovation  and  fiiture  operation  of  the  harbor,  the  Department  must 
consider  entering  into  a  public-private  partnership.  If  the  Department  intends  to  apply  to 
the  State  of  California  (State)  for  loans  to  finance  a  harbor  renovation,  the  State  requires 
that  the  Department  evaluate,  and  hold  a  public  hearing  on,  the  feasibility  of  a  private 
concessionaire's  or  lessee's  constructing  and  operating  the  project. 

BACKGROUND 

According  to  the  harbor's  master  plan,  the  facilities  at  the  harbor  have  existed  in  their 
present  size  and  configuration  since  1963,  when  the  last  major  improvements  occurred  (see 
map  of  harbor  in  Appendix).  Both  the  East  and  West  basins  are  subject  to  waves  and  surge 
that  exceed  recommended  levels  for  small  craft  harbors.  The  situation  has  led  to  a  high 
incidence  of  damage  to  docks  and  the  need  for  excessive  maintenance.  Many  of  the  docks 
are  more  than  35  years  old  and  need  replacement.  In  addition,  the  harbor  office  and  rest 
rooms  do  not  meet  the  harbor's  needs.  For  example,  there  are  no  private  rest  rooms  for 
harbor  tenants  at  the  East  Basin.  The  accum.ulation  of  sediment  in  the  harbor  over  the  years 
has  made  it  necessary  to  dredge  the  harbor  to  maintain  navigable  water  depths. 
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THE  HARBOR  HAS  DETERIORATED 
AND  NEEDS  RENOVATION 

Since  1989,  the  City  has  received  a  master  plan,  audit  report,  and  feasibility  study 
recommending  a  comprehensive  redevelopment  of  the  harbor,  which  would  include 
breakwater  improvements,  dredging,  and  dock  replacement  to  remedy  the  harbor's 
deteriorated  condition.  However,  for  more  than  a  decade  the  City  has  not  undertaken  such  a 
renovation.  The  cost  of  renovation  will  be  considerable  but  low-interest  loans  from  the 
State  are  available  for  this  purpose.  Renovating  the  harbor  would  improve  the  safety  and 
enhance  the  enjoyment  of  harbor  tenants  and  visitors. 

Tenants  Report  That  Most 
Harbor  Facilities  Are  in 
Fair  to  Poor  Condition 

Harbor  tenants  report  that  the  quality  of  most  harbor  facilities  needs  improvement.  In 
November  1 999,  to  evaluate  the  condition  of  these  facilities,  we  surveyed  a  randomly 
selected  sample  of  223  of  the  671  tenants  then  in  the  harbor.  We  received  and  were  able  to 
analyze  1 29  survey  responses,  which  rated  facilities  on  a  five-point  scale  that  ranged  from 
very  good  to  very  poor,  with  a  rating  of  fair  being  neutral.  The  average  ratings  are  shown 
in  Exhibit  1  below. 


Exhibit  1 

Condition  of  Harbor  Facilities  from  Tenant  Survey 


Facility 

Good 

Fair 

Poor 

Fuel  Dock 

X 

Parking  Lots 

X 

Dock  (Tenant  Storage)  Boxes 

X 

Dock  Floatation 

X 

Dock  Ramps 

X 

Gates  (on  Ramps) 

X 

Pilings 

X 

Sewage  Pump-out  Facility 

X 

Berths 

X 

Dock  Planks 

X 

Rest  Rooms 

X 

Note:  No  facility  received  an  average  rating  of  very  good  or  very  poor. 


Of  the  two  facilities  tenants  rated  as  good,  one,  the  fuel  dock,  is  operated  by  a 
concessionaire.  Further,  almost  half  (49  percent)  of  tenants  responding  to  the  survey 
reported  that  the  harbor  did  not  adequately  protect  their  boats  from  wave  surge. 
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Auditor  Observations  Confirmed 
Tenants '  Assessment  of 
Conditions  at  the  Harbor 


The  ratings  by  the  survey  respondents  are  consistent  with  our  observations  of  harbor 
facihties  between  July  1999  and  March  2000.  We  found  that  some  of  the  wooden  dock 
planks  show  wear,  present  an  uneven  walking  surface,  and  have  nails  protruding  from  their 
tops.  Such  dock  planks  pose  a  tripping  hazard  and  could  endanger  the  safety  of  harbor 
staff,  tenants,  or  visitors. 


Exhibit  2 
Example  of  Condition  of  Docks 


As  shown  in  the  photo,  two  sections  of  dock  have  partially  separated. 

We  also  foimd  that  security  gates  on  the  inclined  wooden  walkways  leading  to  many  of  the 
docks  are  awkward  to  open  from  the  uphill  side  of  the  ramp  because  the  heavy  metal  doors 
must  be  pulled  open.  (Gates  at  the  tops  of  the  ramps  would  be  on  level  ground.)  On  two 
relatively  calm  days,  we  noticed  in  some  areas  of  the  harbor  excessive  vertical  movement 
of  some  finger  piers,  the  narrow  docks  that  make  up  the  sides  of  the  berths.  Excessive  dock 
movement  is  dangerous  in  that  it  could  cause  people  to  fall  and  injure  themselves.  In 
addition,  excessive  wave  surge  can  damage  boats.  Moreover,  we  observed  that  a  number  of 
pilings,  to  which  docks  are  attached,  appear  to  be  rotted,  broken  or  missing.  We  assume 
that  the  low  ratings  tenants  gave  to  the  condition  of  harbor  rest  rooms  may  reflect  the  few- 
rest  rooms  accessible  only  to  harbor  tenants.  Although  we  did  note  that  there  are  men's  and 
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women's  shower  rooms  accessible  only  to  harbor  tenants  at  the  West  Basin,  there  are  no 
such  facilities  at  the  East  Basin. 


The  Department  Cannot  Adequately 
Plan  for  Maintenance  Because 
the  Harbor  Needs  Renovation 


Routine  maintenance  at  the  harbor,  no  matter  how  well  it  is  performed,  cannot  compensate 
for  facilities  that  need  complete  replacement.  According  to  the  marina  associate  manager — 
who  supervised  on-site  harbor  operations  during  the  time  the  marina  manager  position  was 
vacant — the  harbor  has  no  preventive  maintenance  plan.  He  stated  that  the  Department  was 
to  have  developed  a  plan,  but  there  is  really  no  point  in  writing  one  because  the  whole 
place  needs  to  be  rebuilt.  He  added  that  floating  docks,  designed  to  last  20  years,  are  now 
more  than  35  years  old.  According  to  the  marina  associate  manager,  staff  knows  the  minor 
repairs  it  is  able  to  make  will  not  last  long.  For  example,  harbor  staff  nails  dock  planks 
back  in  place  knowing  the  nails  will  not  hold  long  because  the  wood  underneath  the  planks 
has  rotted  away.  Docks  move  with  wave  surge  in  the  harbor.  The  marina  associate  manager 
attributed  excessive  dock  movement  in  the  East  Basin  to  the  lack  of  a  breakwater  or  wave 
attenuator  below  the  Fort  Mason  pier.  He  stated  that  wave  surge  in  the  West  Basin  is  also 
attributable  to  the  lack  of  an  adequate  breakwater. 


The  Harbor  Has  Not  Been 
Renovated  Because  the  Master 
Plan  Has  Not  Been  Implemented 


According  to  the  assistant  superintendent  of  neighborhood  services  who  oversees  the 
harbor,  the  poor  condition  of  infrastructure  and  lack  of  maintenance  at  the  harbor  are 
related  to  the  failure  of  the  City  to  implement  the  1 989  master  plan.  Although  the 
Commission  approved  the  master  plan  in  April  1989,  financing  for  the  plan  was  never 
secured.  Implementation  of  the  master  plan  was  to  have  been  financed  wdth  a  low-interest 
loan  from  the  State.  The  Department  submitted  a  resolution  to  the  Board  of  Supervisors 
requesting  its  approval  to  apply  for  the  state  loan.  However,  the  Board  of  Supervisors  did 
not  approve  this  request  pending  the  resolution  of  concerns  expressed  by  Marina  District 
residents  on  issues  that  had  been  raised  during  the  master  plan's  development.  These  issues 
included  traffic  impacts,  congestion,  commercialization,  obstruction  of  views,  and  the  cost 
of  implementation. 

The  Board  of  Supervisors  also  requested  its  Budget  Analyst  to  conduct  a  management 
audit  of  the  harbor,  including  the  master  planning  process.  The  Budget  Analyst's  1993 
report  concluded  that  the  City  should  again  consider  making  the  needed  renovations  called 
for  in  the  master  plan.  However,  as  mentioned  previously,  the  Board  of  Supervisors 
approved  a  resolution  in  1 994  urging  the  Mayor  to  oppose  the  construction  of  any 
additional  breakwater  in  the  outer  West  Basin.  Despite  the  1997  engineering  feasibility 
study's  not  proposing  breakwater  improvements  for  the  West  Basin,  no  large-scale  harbor 
renovation  has  occurred. 
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Both  the  Harbor's  Basins  Need 
Breakwater  Improvements 


Both  the  harbor's  East  and  outer  West  Basins  need  breakwater  improvements  to  prevent 
damage  to  boats  and  docks.  The  master  plan  proposed  these  breakwater  improvements  as 
priority  items.  The  assistant  superintendent  who  oversees  the  harbor  agrees  that  breakwater 
improvements  are  still  needed  in  both  basins  to  stop  waves  and  storm  surge  from  easterly 
currents  that  wreak  havoc  on  docks  and  boats. 

The  Department  needs  to  upgrade  the  harbor's  breakwaters  to  protect  the  harbor  and  its 
facilities  adequately,  and  the  City  needs  to  secure  the  financing  for  these  and  other 
renovations.  According  to  several  harbor  tenants,  the  harbor  could  add  a  low-profile 
breakwater  in  the  outlet  of  the  outer  West  Basin  that  would  have  little  visual  impact  on 
views  of  the  San  Francisco  Bay  (Bay)  enjoyed  from  the  Marina  Green  or  from  the 
residences  across  Marina  Boulevard.  In  addition,  it  appears  that  the  City  would  have  to 
propose  breakwater  improvements  in  both  harbors  as  part  of  any  plan  and  loan  application 
it  would  submit  to  the  California  Department  of  Boating  and  Waterways  (DB  W),  which 
was  proposed  in  both  the  master  plan  and  feasibility  study  as  the  primary  funding  source 
for  a  harbor  renovation.  According  to  an  official  responsible  for  DBW  small  craft  harbor 
development  loans  to  public  entities,  DBW  would  not  consider  a  loan  application  if  the 
proposed  project  did  not  include  breakwaters  that  were  shown  to  be  required  by  the 
project's  engineering  analysis.  The  engineering  feasibility  section  of  the  master  plan  called 
for  construction  of  breakwater  improvements  at  the  entrances  to  both  the  East  and  West 
basins  to  reduce  wave  action  and,  as  discussed  above,  the  plan  proposed  these  breakwater 
improvements  as  priority  items. 

The  Harbor  Needs  Dredging 
and  the  East  Basin 
Needs  Decontamination 

Because  soils  are  constantly  accumulating  and  obstructing  access  to  both  the  harbor's 
basins,  the  harbor  needs  dredging.  For  example,  the  harbor  has  lost  at  least  12  berths  in  the 
outer  West  Basin  due  to  sand  accumulation  which  must  be  removed  if  these  berths  are  to 
be  restored.  Further,  the  assistant  superintendent  for  neighborhood  services  who  oversees 
the  harbor  stated  that  the  East  Basin  also  needs  dredging  because  it  is  silting  up  with  sand 
and  soil  from  the  Bay.  However,  he  also  stated  that  routine  dredging  has  been  delayed 
because  the  mud  on  the  bottom  of  the  East  Basin  has  been  found  to  contain  petroleum- 
based  contaminants,  the  source  of  which  has  yet  to  be  determined.  Consequently,  future 
dredging  of  the  East  Basin  will  be  quite  expensive  because  the  contaminated  dredged 
material  must  be  sent  to  an  inland  disposal  site  rather  than  dumped  in  the  Bay.  He  added 
that  the  City  plans  to  do  more  sampling  to  determine  who  is  liable  for  the  pollution  and 
who  should  pay  for  the  cleanup. 
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The  Cost  of  Improving  Harbor 
Facilities  Is  Considerable 

The  1997  engineering  feasibility  study  for  a  harbor  renovation  estimated  that  design  and 
construction  costs  would  total  $16.5  million  over  five  years,  concluding  in  fiscal  year 
2002-03.  If  this  estimate  were  done  today,  the  figure  would  likely  be  higher.  In  addition, 
the  study  excluded  breakwater  improvements  in  the  harbor's  West  Basin.  The  study 
recommended  funding  the  project  with  $14.5  million  in  loans  from  DBW,  under  its  Small 
Craft  Harbor  Loan  Program,  and  with  $2  million  from  reserves  in  the  City's  Harbor  Fund. 
The  estimate  was  based  on  30-year  state  loans  at  a  4.5  percent  interest  rate.  The  study  also 
recommended,  upon  completion  of  the  redevelopment,  a  30  percent  increase  in  berth  fees 
where  the  construction  of  new  berths  was  proposed,  the  East  Basin  and  inner  West  Basin. 
The  study  estimated  that  this  rate  increase  would  raise  an  additional  $372,000  per  year  in 
operating  income  to  defray  the  estimated  additional  debt  service  expense  for  the  state  loans 
of  $890,000  per  year.  The  Department  last  raised  berth  rents  at  the  harbor  in  1994,  when 
rates  increased  30  percent. 

The  Department  could  use  City  money  alone  to  improve  the  harbor,  but  these  funds  would 
not  cover  a  large-scale  renovation.  The  Harbor  Fund  had  a  balance  of  more  than  $2.3 
million  in  equity  in  the  City  Treasurer's  pooled  money  investment  account  as  of  March 
2000.  Some  or  all  of  this  balance  could  be  made  available  for  facility  replacement  or  other 
capital  improvements,  such  as  harbor  dredging  or  dock  replacement.  The  Department  could 
choose  not  to  seek  state  loans  for  harbor  redevelopment  but  use  some  or  all  of  the  money  in 
the  Harbor  Fund  for  more  limited  repair  or  replacement  of  such  harbor  facilities  as  docks 
and  pilings.  However,  the  extent  of  facility  replacement  possible  with  the  money  in  the 
Harbor  Fund  alone  would  be  limited.  For  example,  the  1 997  cost  estimate  to  replace  docks 
in  just  the  inner  West  Basin  (279  berths)  was  $3.8  million,  including  construction, 
engineering,  and  administration  costs.  This  estimated  cost  would  likely  be  higher  now. 

THE  DEPARTMENT  SHOULD 
CONSIDER  A  PUBLIC-PRIVATE 
PARTNERSHIP 

Because  the  Department  has  been  unable  to  implement  a  plan  to  renovate  the  harbor  for 
over  a  decade,  the  Department  should  consider  entering  into  a  public-private  partnership  to 
redevelop  and  operate  the  harbor.  Other  local  governments  we  contacted  have  found  these 
relationships  beneficial.  In  addition,  in  planning  for  the  renovation  of  the  harbor,  the 
Department  must  consider  entering  into  a  public-private  partnership  for  development  and 
operation  of  the  facility  if  it  intends  to  auply  for  state  loans  to  finance  the  renovation. 
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Public-Private  Partnerships 
Help  Cities  Finance,  Improve, 
and  Manage  Their  Marinas 


Public  jurisdictions  have  successfully  entered  into  public-private  partnerships  to  use  the 
expertise  of  a  marina  management  firm  to  improve  the  facilities  of  their  small  craft 
harbors,  pay  off  or  restructure  the  marinas'  outstanding  debts,  or  remove  the  need  to 
manage  the  marinas  directly  while  improving  customer  service.  For  example,  the  cities  of 
Martinez  and  Emeryville  as  well  as  the  Chicago  Park  District  in  Illinois  have  revitalized 
their  marinas  through  such  partnerships.  For  these  jurisdictions,  the  contractor  provided 
financing,  either  through  direct  investment  of  capital  (as  in  Emeryville)  or  by  assisting  the 
jurisdiction  to  raise  ftmds  (as  in  Martinez  and  Chicago),  and  made  immediate 
improvements. 

Representatives  from  Martinez  and  the  Chicago  Park  District  told  us  that  their  entities 
lacked  the  money  or  expertise  to  renovate  their  deteriorated  marinas,  so  they  turned  to  a 
private  firm,  Westrec  Marinas  (Westrec),  that  manages  small  craft  harbors.  According  to 
Westrec,  the  firm's  analysis  and  development  plan  allowed  the  Chicago  Park  District  to 
sell  $35  million  in  harbor  improvement  revenue  bonds  to  improve  its  marinas,  which  now 
generate  enough  income  to  cover  the  debt  service  and  provide  additional  income  to  the 
district.  According  to  Martinez's  assistant  director  of  community  services,  with  Westrec 's 
help,  Martinez  has  restructured  its  outstanding  marina  loans  to  DBW  and  has  applied  for 
additional  DBW  loans  to  finance  major  harbor  improvements. 

According  to  Westrec  and  Emeryville's  public  works  director,  Westrec  has  paid  off  more 
than  $1  million  of  that  city's  debt  to  DBW.  According  to  Emeryville's  city  manager, 
Westrec  is  working  on  a  development  plan  for  long-term  improvements.  According  to  the 
public  works  director,  Westrec  also  helped  resolve  conflicts  the  jurisdiction  had  with 
marina  tenants,  such  as  tenants  living  aboard  their  boats. 

Public-Private  Partnerships 
Come  in  Two  Forms 

Public-private  partnerships  for  the  management  of  recreational  small  craft  harbors  like  the 
Marina  Small  Craft  Harbor  usually  take  the  form  of  a  long-term  lease  or  a  short-term 
management  contract. 

•    Leases.  Under  a  long-term  lease,  the  lessee  may  invest  capital  to  improve  the  facilities 
and  pay  the  public  jurisdiction  rent  based  on  a  percentage  of  the  profits  from  the 
harbor.  This  arrangement  is  appropriate  for  marinas  that  need  major  repairs  and  that 
have  no  affordable  source  of  funding  to  pay  for  repairs.  The  term  of  such  a  lease  must 
be  long  enough  to  allow  the  private  management  company  to  recover  its  investment 
and  make  a  profit. 
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•    Management  Agreements.  Under  these  contracts,  which  differ  from  leases,  the  public 
jurisdiction  engages  a  contractor  to  oversee  harbor  operations  and  usually  pays  the 
contractor  a  share  of  the  harbor's  revenues  and  an  annual  management  fee  that 
increases  annually  by  some  percentage.  The  shorter  term  of  the  management  agreement 
allows  the  public  jurisdiction  to  use  competitive  bidding  on  a  reasonably  frequent  basis 
to  ensure  that  it  obtains  the  best  qualified  marina  management  firm  for  the  most 
advantageous  terms. 

The  Department  has  a  number  of  options  and  should  examine  the  different  types  of  public- 
private  partnerships  for  marinas  when  it  considers  how  best  to  renovate  and  operate  the 
harbor.  Exhibit  3  below  summarizes  several  examples  of  public-private  partnerships 
entered  into  by  cities  and  special  districts  for  their  marinas. 


Exhibit  3 

Selected  Public  Marinas  Operating  Under  Public-Private  Partnerships 


Public  Marina 

Berths 

Private  Partner 

Partnership 
Type 

Comments 

Treasure  Island,  CA 
^Treasure  Island 
Development 
Authority) 

108 

Treasure  Island 
Enterprises 
(Almar  Marinas, 
Ltd.)  (a) 

Interim 
oneratino 

agreement 

According  to  the  Treasure  Island  Project 
Office  this  agreement  be^an  in  Seotember 
1999.  The  contractor  is  managing  and  will  be 
repairing  the  marina,  is  allowed  to  raise  berth 
rents  in  June  2000,  and  will  rebuild  and  expand 
the  marina  when  the  US  Navy  gives  to  the  City 
title  to  Treasure  Island. 

Emeryville,  CA 
(City  of  Emeryville) 

425 

Westrec  Marinas 

Lease 

Lease  for  25  years  with  option  to  extend 
another  25  years.  Emeryville  says  Westrec 
made  $7-8  million  in  improvements,  has  paid 
off  the  City's  debt  to  DBW,  and  is  paying  the 
City  15  percent  of  revenues.  Westrec  expects 
rent  to  Emeryville  will  exceed  $300,000 
annually. 

Martinez,  CA 
(City  of  Martinez) 

460 

Westrec  Marinas 

Management 
contract 

Westrec  says  the  marina  needs  an  immediate 
renovation,  and  total  project  costs  will  be  $13- 
16  million.  Martinez  says  short-term  contract 
may  turn  into  long-term  lease  after  new  state 
loans  are  approved. 

Cabrillo  Way,  CA 
(Port  of  Los 
Angeles) 

1,180 

Westrec  Marinas 

Lease 

Pending  60-year  lease  to  develop  this  $50 
million  project  and  operate  the  marina.  Westrec 
estimates  it  will  eventually  pay  the  Port  of  Los 
Angeles  $2  million  annually  in  rent. 

Sheboygan,  WI 
(City  of  Sheboygan) 

311(b) 

Skipper  Marine 
Development 

Management 
contract 

10-year  renewable  term.  Contractor  put  in 
$320,000  and  receives  management  fee  plus 
13.5  percent  of  net  operating  profit. 

Chicago  Park 
District,  IL 

5,000 

Westrec  Marinas 

• 

Management 
contract 

Five-year  contract  to  manage  and  improve 
eight  harbors  began  in  1995.  Westrec  says  it 
made  $35  million  in  capital  improvements 
while  retaining  75  percent  of  existing  harbor 
staff 

Note:     (a)  Treasure  Island  Enterprises  is  a  consortium  of  firms  including  Almar  Marinas,  Ltd 


(b)  As  of  1998 
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Public-Private  Partnerships 
Have  Some  Disadvantages 

Although  a  public-private  partnership  at  the  harbor  could  prove  advantageous  to  the  City, 
the  harbor,  and  harbor  tenants,  such  an  arrangement  could  also  have  drawbacks.  One 
possible  disadvantage  of  a  public-private  partnership  is  that  berth  rents  may  increase  more 
than  they  would  under  direct  public  management  of  the  marina.  Although  a  public 
jurisdiction  in  a  public-private  partnership  may  specify  a  marina's  berth  rental  rates  during 
a  period  of  transition  to  private  management — as  the  Treasure  Island  Development 
Authority  did — the  jurisdiction  must  recognize  that  the  private  firm's  participation  in  the 
partnership  is  predicated  on  its  need  to  generate  a  profit.  However,  if  the  public  partner 
cannot  negotiate  limits  on  rent  increases  that  are  acceptable  to  its  private  partner,  it  will 
lose  control  over  berth  rents  or  there  will  be  no  partnership. 

Further,  better  customer  service  may  not  be  a  valid  advantage  of  private  management  of 
the  Marina  Small  Craft  Harbor  because  the  tenants  we  surveyed  overwhelmingly  believe 
that  harbor  staff  provide  good  service.  Our  survey  revealed  that  88  percent  of  respondents 
agreed  that  harbor  office  staff  are  helpful  and  courteous,  while  almost  as  many  (82  percent) 
believed  that  staff  are  available  when  needed. 

Finally,  restrictions  apply  to  financing  a  harbor  renovation  when  a  private  firm  leases  a 
public  marina.  In  these  cases,  the  concessionaire  is  required  to  fund  the  development  of  the 
berths  and  such  boating-related  items  as  rest  rooms,  parking  lots,  and  landscaping,  while 
state  loan  funds  can  only  be  used  toward  improvements  that  do  not  produce  revenue,  such 
as  dredging  or  developing  breakwaters. 

A  Public-Private  Partnership 
Could  Expedite  Renovation 
of  the  Harbor  Although  It  May 
Not  Increase  Revenue  to  the  City 

If  the  City  entered  into  a  lease  or  management  agreement  with  a  private  firm,  both  the 
harbor's  boaters  and  the  City  could  benefit  from  an  expedited  harbor  renovation.  If  the 
partnership  is  successful,  boaters  would  benefit  from  improved  facilities  that  may  be  built 
sooner  than  they  otherwise  would  be.  If  the  City  were  to  obtain  a  loan  from  the  Department 
of  Boating  and  Waterways  to  redevelop  the  harbor,  a  contractor  could  expedite  the  process 
if  it  were  required  to  manage  the  harbor  while  supervising  the  design,  obtaining  the 
necessary  approvals  and  permits,  and  overseeing  the  eventual  rebuilding.  Although  harbor 
tenants  would  likely  have  to  pay  higher  berth  fees  to  get  the  improved  facilities,  a  berth 
rent  increase  would  likely  result  from  any  harbor  renovation,  regardless  of  whether  a 
public-private  partnership  were  involved. 

Moreover,  the  City  is  obligated  to  investigate  the  option  of  a  public-private  partnership 
because  a  local  government  applying  for  a  small  craft  harbor  development  loan  from  DBW 
must  include  a  financial  analysis  that  considers  both  public  and  private  operation  of  the 
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facility.  DBW  also  requires  that  any  local  government  applying  for  these  loans  must  hold  a 
public  hearing  on  the  feasibility  of  a  private  concessionaire's  or  lessee's  constructing  and 
operating  the  proposed  project. 

Under  a  public-private  partnership,  the  City  would  continue  to  hold  title  to  the  harbor  but 
would  oversee  a  contract  for  the  harbor's  operation  under  which  the  private  firm  may  pay 
the  City  a  percentage  of  the  harbor's  revenues  or  the  City  would  retain  the  revenues  but 
would  pay  the  contractor  a  management  fee.  However,  in  either  case,  the  partnership  would 
likely  have  little  or  no  financial  advantage  to  the  City,  as  compared  with  the  current 
arrangement,  because  of  the  restrictions  on  the  City's  use  of  harbor  revenues.  That  is,  the 
City  can  only  use  income  generated  by  the  harbor  for  harbor-related  purposes. 

The  Department  could  use  some  or  all  of  its  income  from  the  harbor  under  a  public-private 
partnership  to  reimburse  itself  and  other  City  departments  that  are  funded  from  the  City's 
general  fund  to  cover  expenses  they  incur  to  provide  administrative  and  other  support 
services  to  the  harbor.  In  fact,  the  City  uses  harbor  revenues  in  this  way  now.  However,  the 
1993  Budget  Analyst's  report  concluded  that  the  1987  City  Attomey  opinion  indicates  that 
it  would  be  illegal  to  transfer  harbor  revenues  from  the  Harbor  Fund  to  the  City's  general 
fimd.  It  is  only  under  the  agreement  the  City  has  with  the  State  for  a  current  harbor  loan 
that  the  City  is  permitted  to  charge  the  harbor  up  to  15  percent  of  the  harbor's  revenues  for 
the  indirect  expenses  the  City  incurs  to  administer  the  harbor.  This  1974  loan  agreement 
imposes  restrictions  on  the  use  of  harbor  revenues  in  addition  to  those  resulting  from  the 
state  law  that  conveyed  the  harbor  to  the  City  in  1935.  The  agreement  limits  the  City's  use 
of  harbor  revenues  to  loan  payments,  advance  loan  repayment,  operating  and  maintenance 
expenses,  and  reserve  funds  during  the  life  of  the  loan,  which  is  due  to  end  in  2007.  The 
overhead  charges  payable  by  the  harbor  fall  under  the  loan  agreement's  provision  for 
operating  and  maintenance  charges. 

Regardless  of  the  fact  that  it  may  not  bring  greater  revenues  to  the  City,  a  public-private 
partnership  would  benefit  the  harbor  and  the  City  if  it  provides  the  City  with  an  able 
partner  experienced  in  planning  and  executing  harbor  renovations,  as  well  as  one  adept  at 
managing  the  harbor.  If  the  City  is  successful  in  obtaining  its  own  financing  for  a  harbor 
redevelopment — so  a  private  partner  would  not  have  to  make  a  large  investment  that  would 
require  many  years  of  harbor  operations  to  recoup — ^the  most  appropriate  public-private 
partnership  for  the  harbor  may  be  a  short-term  management  agreement. 

RECOMMENDATIONS 

To  improve  and  maintain  adequately  the  facilities  at  the  San  Francisco  Marina  Small  Craft 
Harbor,  the  Recreation  and  Park  Commission  should  take  these  steps: 

•    Adopt  an  updated  version  of  the  1 989  master  plan  to  execute  a  comprehensive 

redevelopment  of  the  harbor.  Any  plan  should  include  breakwater  improvements  and 
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dredging  in  both  basins  of  the  harbor,  and  renovations  of  docks,  rest  rooms,  and  other 
facilities. 

•  Apply  to  the  California  Department  of  Boating  and  Waterways  to  obtain  the  millions  of 
dollars  that  will  be  needed  to  redevelop  the  harbor. 

•  Consider  entering  into  a  public-private  partnership  to  operate  the  harbor.  The  private 
firm  should  be  expected  to  expedite  the  harbor  redevelopment  process  by  supervising 
the  design,  obtaining  the  necessary  approvals  and  permits,  and  overseeing  the  eventual 
rebuilding. 
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CHAPTER  2 

THE  RECREATION  AND  PARK  DEPARTMENT  SHOULD 
REEXAMINE  SOME  HARBOR  RULES  AND  ENFORCE  OTHERS 


CHAPTER  SUMMARY 

The  Recreation  and  Park  Commission  (Commission)  should  reexamine  and  possibly 
alter  or  eliminate  some  of  the  rules  at  the  San  Francisco  Marina  Small  Craft  Harbor 
(harbor)  that  are  unenforceable  as  written  or  that  have  undesirable  consequences. 
The  Recreation  and  Park  Department  (Department)  does  not  enforce  other  rules  and  should 
do  so. 

The  rule  that  allows  tenants  to  transfer  their  berths  to  the  new  owners  of  their  boats  when 
they  sell  them  is  not  uncommon  at  other  marinas  without  waiting  lists  for  berths.  However, 
this  rule  allows  boat  buyers  at  the  harbor  to  circumvent  the  harbor's  waiting  lists  and  may 
allow  tenants  to  profit  from  the  value  of  their  berths  when  they  sell  their  boats.  The  rule 
permitting  tenants  to  sublease  their  berths  for  up  to  six  months  is  generally  not  enforced, 
increasing  the  risk  that  unauthorized  boats  may  stay  in  the  harbor  indefinitely.  If  the 
Commission  changed  this  rule  to  require  that  the  harbor  office  arrange  all  sublets  and  if  it 
were  allowed  to  charge  higher  rents  for  sublet  berths,  the  harbor  office  would  have  greater 
control  over  which  boats  are  in  the  harbor  and  the  harbor  could  generate  more  revenue  to 
put  toward  the  harbor's  renovation.  The  rule  that  prohibits  live-aboard  boats  is  not  enforced 
and  is  unenforceable  as  written.  Moreover,  this  prohibition  is  not  in  the  best  interest  of  the 
harbor  because  a  limited  number  of  regulated,  live-aboard  boats  can  be  an  asset  to  a  harbor 
and  can  bring  the  harbor  additional  revenue.  Finally,  the  rule  that  requires  tenants  to  use 
their  boats  regularly  is  not  enforced,  resulting  in  a  few  tenants  using  the  harbor  for  long- 
term  boat  storage  rather  than  recreation. 

We  surveyed  several  other  publicly-owned,  small  craft  harbors  in  Northern  California  and 
asked  them  about  their  policies  on  berth  transferability,  subleasing,  and  live-aboard  boats. 
We  summarize  the  results  of  our  survey  in  Exhibit  4  on  the  following  page  and  discuss 
them  in  more  detail  in  the  following  sections. 
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Exhibit  4 

Selected  Policies  at  Surveyed  Northern  California  Harbors 


Harbor/ 

Agency 

Berths 

Allow  Berth 

Allow  Berth 

Allow  Live- 

iviarina 

1  r^nsiers 

oUU  leading 

nXjMaiSJi  DOal3 

oaula  v^rUZ 

oania  v-iuz  r on  uisinci 

0  JU 

I  es 

I  cs 

Won    K4         n lO 

odn  rrdiicisco 

odil  r  rdncisco  tvcCrcailon 

/Uf 

I  C9 

Vac 

1*1  n  0 
iTlitl  Ilia 

0  n  H         Y'\z         no  T*f  m  An 
<tllU  JTalK  L/CUal  IIIICIII 

1? p/-4p\/plnnmpnt  AcypTirv 

700 
/  yjyj 

I  Co 

Nn 

Brisbane 

City  of  Brisbane 

570 

No 

No 

No 

r^nvotp  Point 

(""niintv  of  ^an  K4atpn 

570 

Yes 

Yes  (T\ 

No 

San  Leandro 

City  of  San  Leandro 

455 

Yes 

Yes 

Yes 

Pier  39 

Port  of  San  Francisco 

326 

Yes  (3) 

Yes 

Yes 

Antioch 

City  of  Antioch 

300 

Yes 

Yes  (2) 

Yes 

Treasure  Island 

Treasure  Island 
Development  Authority 

108 

No 

No 

Yes 

Notes:    (1)  Boat  buyer  has  one  year  to  move  boat,  then  harbor  fills  berth  from  waiting  list. 

(2)  Harbor,  not  tenant,  arranges  all  sublets. 

(3)  Tenants  buy  long-term  leases  that  they  can  sell  with  the  approval  of  the  harbor  operator's  board. 


THE  RECREATION  AND  PARK 
COMMISSION  SHOULD  REEVALUATE 
THE  HARBOR  POLICY  THAT  ALLOWS 
BERTH  TRANSFERS 

The  Commission  should  reassess  whether  it  is  satisfied  with  the  fairness  of  the  harbor's 
pohcy  allowing  berth  transfers  and  is  willing  to  tolerate  its  indirect  consequences.  If  it  is 
not  satisfied  with  this  policy,  the  Commission  should  change  it.  The  Rules  and  Regulations 
of  the  San  Francisco  Marina  Small  Craft  Harbor  (rules).  Section  3.D,  allow  tenants  to 
assign  their  berths  to  the  buyers  of  their  boats  when  there  is  a  bona  fide  sale,  the  tenants 
have  received  the  marina  manager's  prior  approval,  and  the  new  owners  have  paid  a 
transfer  fee.  The  Commission-set  transfer  fee  has  been  $20  per  berth  foot  since  1 986. 

Half  of  Surveyed  Harbors 
Permit  Berth  Transfers 

We  found,  as  shown  in  Exhibit  4  above,  that  of  the  eight  other  small  craft  harbors  in 
Northern  California  we  contacted,  four  allow  berth  transfers  and  four  do  not.  The  four 
harbors  we  contacted  that  do  not  allow  berth  transfers  include  the  largest  one  we  surveyed, 
Santa  Cruz  Harbor,  as  well  as  two  harbors  in  San  Francisco:  South  Beach  Harbor  and 
Treasure  Island  Marina.  These  were  also -the  only  three  harbors  we  surveyed  that  had 
waiting  lists  for  berths  of  all  lengths.  The  other  harbor  we  contacted  that  does  not  allow 
berth  transfers,  the  City  of  Brisbane's  harbor,  has  waiting  lists  only  for  berths  of  certain 
lengths.  Those  on  waiting  lists  at  harbors  that  allow  berth  transfers  have  to  wait  much 
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longer  to  get  a  berth  than  they  would  if  berth  transfers  were  prohibited.  Exhibit  4  also 
shows  that  the  three  largest  harbors  we  surveyed  do  not  allow  berth  transfers. 

Of  the  four  harbors  we  surveyed  that  allow  berth  transfers,  one  harbor,  Pier  39  Marina,  has 
policies  that  are  less  comparable  to  those  of  the  Marina  Small  Craft  Harbor.  Pier  39  Marina 
allows  its  tenants  to  transfer  their  berths  because  the  tenants  own  long-term  berth  leases 
and  can  sell  those  leases  independent  of  any  boat  sale.  Like  the  Marina  Small  Craft  Harbor, 
the  remaining  three  harbors  with  policies  allowing  berth  transfers  are  publicly  owned  and 
operated.  However,  unlike  the  Marina  Small  Craft  Harbor,  these  other  harbors — Coyote 
Point,  San  Leandro,  and  Antioch — ^have  waiting  lists  for  only  some  berths,  usually  45-  to 
60-foot  berths,  and  at  least  some  of  the  lists  are  short.  Thus,  berth  transfers  at  these  harbors 
do  not  have  as  negative  an  impact  on  those  waiting  for  a  berth  as  they  would  at  marinas 
with  more  extensive  waiting  lists,  such  as  the  Marina  Small  Craft  Harbor.  The  former 
harbormaster  of  Coyote  Point  Marina  told  us  that  she  believes  tenants  deserve  the  ability  to 
transfer  their  berths  when  they  sell  their  boats,  and  that  transfer  fees  are  justified  only  at 
highly  desirable  harbors  such  as  the  Marina  Small  Craft  Harbor. 


The  Berth  Transfer  Policy 
Contributes  to  Long 
Waits  for  Berths 


The  harbor's  berth  transfer  policy  has  an  adverse  effect  on  applicants  on  the  waiting  lists 
for  berths  in  the  harbor — both  the  internal  list  for  current  harbor  tenants  and  the  external 
list  for  other  applicants.  Because  tenants  may  transfer  berths  to  the  new  owoiers  of  their 
boats,  the  fastest  way  for  anyone  to  obtain  a  berth  in  the  harbor  is  to  buy  a  boat  that  is 
already  docked  there,  thereby  circumventing  the  waiting  lists.  Because  berth  transfers  are 
not  uncommon,  it  is  likely  that  this  policy  contributes  to  the  long  periods  applicants  spend 
waiting  for  berths.  Exhibit  5  below  illustrates  how  long  applicants  must  wait  for  berths. 

Exhibit  5 

Year  of  Application  for  Berth  of  Those  Named  First  on  Waiting  Lists 
As  of  August  26,  1999 


Berth  Length 

External  List 

Internal  List* 

(feet) 

(Non-tenants) 

(Current  Tenants) 

20 

1997 

None 

25 

1980 

None 

30 

1976 

1971 

35 

1981 

1973 

40 

1973 

1972 

45 

1977 

None 

50 

1976 

1972 

60 

1981 

1983 

80 

1983 

1976 

100 

1993 

None 

Number  on  List 

284 

16 

Note:     *The  Department  is  phasing  out  this  list  through  attrition 
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The  Berth  Transfer  Policy 
Allows  Tenants  to  Profit 
From  Their  Berths 


In  addition  to  contributing  to  long  waits  for  berths,  an  indirect  consequence  of  the  berth 
transfer  policy  is  that  tenants  who  sell  their  boats  have  the  opportunity  to  profit  from  their 
leases  by  charging  the  boat  buyers  for  the  value  of  the  berths  as  well  as  the  value  of  the 
boats.  It  is  a  matter  of  opinion  as  to  whether  allowing  this  opportunity  is  proper.  For 
example,  the  harbormaster  of  the  Port  of  San  Francisco's  Fisherman's  Wharf  Harbor — a 
commercial  small  craft  harbor  that  was  not  in  our  survey  but  that  prohibits  berth 
transfers — strongly  opposes  berth  transfers  because  he  believes  these  policies  grant  to 
tenants  the  ability  to  sell  public  assets,  that  is,  their  berths.  As  a  former  employee  and 
former  tenant  of  the  Marina  Small  Craft  Harbor,  the  Fisherman's  Wharf  harbormaster 
estimated  that  a  40-foot  berth  in  the  Marina  Small  Craft  Harbor  was  worth  about  $10,000 
several  years  ago.  He  stated  that  he  knows  of  many  cases  of  harbor  tenants  profiting  from 
selling  their  berths. 

Although  we  could  not  substantiate  that  tenants  who  sell  their  boats  profit  from  the  value 
of  their  berths,  the  policy  clearly  presents  the  opportunity  for  this  to  occur.  It  should  be 
noted  that  the  harbor's  berth  transfer  policy  allows  for  the  harbor's  berth  transfer  fee, 
which  resulted  in  revenues  for  the  harbor  of  more  than  $29,300  in  fiscal  year  1998-99. 
Thus,  if  the  Commission  were  to  prohibit  berth  transfers,  these  revenues  would  be  lost. 

The  Recreation  and  Park 
Commission  Should  Consider 
All  the  Effects  of  the 
Berth  Transfer  Rule 

Whether  the  Commission  should  retain,  phase  out,  or  otherwise  alter  the  harbor's  berth 
transfer  policy  is  not  primarily  a  question  of  efficiency  or  revenue  generation;  instead,  it  is 
a  question  of  fairness.  This  policy  question  pits  the  interests  of  current  harbor  tenants 
against  those  of  potential  harbor  tenants.  Defenders  of  berth  transfers  can  present  valid 
arguments  in  favor  of  allowing  these  transfers.  A  policy  allowing  berth  transfers  is  not 
uncommon  at  comparable  harbors  and  generates  a  modest  amount  of  revenue  at  the  Marina 
Small  Craft  Harbor.  However,  unlike  the  Marina  Small  Craft  Harbor,  the  other  harbors  we 
surveyed  that  have  this  policy  do  not  have  waiting  lists  for  all  sizes  of  berths.  Also,  it  is  a 
valid  question  as  to  whether  it  is  acceptable  for  harbor  tenants  to  have  the  opportunity  to 
profit  from  their  status  as  berth  holders.  The  Commission  must  consider  all  of  these  issues 
when  it  reevaluates  the  berth  transfer  policy. 
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THE  HARBOR  DOES  NOT  ENFORCE 
THE  CURRENT  SUBLEASING 
RULES  AND  SHOULD  HANDLE 
SUBLEASING  OF  BERTHS  DIRECTLY 

Because  the  harbor  office  is  not  enforcing  the  rules  that  restrict  subleasing,  unauthorized 
sublets  can  occur  and  exceed  the  maximum  allowed  duration  of  six  months,  thereby 
permitting  boaters  to  obtain  berths  improperly  and  indefinitely.  Based  on  our  analysis  of 
boats  in  the  harbor  and  the  statements  of  the  marina  associate  manager,  some  tenants 
appear  to  be  subleasing  their  berths  without  having  received  the  required  prior 
authorization  of  the  harbor  office  or  informing  the  harbor  office  of  the  sublet.  The  harbor's 
rules  allowing  tenants  to  sublease  their  berths  seems  reasonable  because  most  of  the  other 
harbors  we  contacted  have  a  similar  policy.  Because  subleasing  is  a  reasonable 
accommodation  to  tenants,  the  harbor  should  continue  to  allow  it.  However,  the  harbor 
does  not  have  reliable  procedures  in  place  to  ensure  that  boats  in  the  harbor  are  authorized 
to  be  there  nor  to  enforce  the  six-month  limit  on  berth  subleases.  Although  enforcing  the 
subleasing  policy  adequately  will  require  staff  time,  the  harbor  should  do  so  to  ensure 
fairness  to  those  waiting  to  become  harbor  tenants. 

Background 

Section  3  of  the  rules  allows  a  harbor  tenant  to  sublet  his  or  her  berth  for  up  to  six  months 
in  any  12-month  period  with  the  prior  approval  of  the  marina  manager.  The  subtenant's 
boat  must  fit  in  the  berth.  During  the  sublet,  the  tenant  remains  responsible  for  all  rent, 
fees,  and  other  terms  of  the  berth  lease.  If  the  tenant  does  not  retum  his  or  her  boat  to  the 
berth  when  the  sublet  is  over,  both  the  tenant  and  subtenant  must  relinquish  the  berth. 

The  Harbor  Office 
Does  Not  Enforce  the 
Subleasing  Restrictions 

The  harbor  office  does  not  regularly  enforce  the  rules  that  limit  subleasing  of  berths.  This 
conclusion  appeared  in  a  1997  report  by  the  Board  of  Supervisors'  Budget  Analyst,  and  the 
situation  remains  the  same  today.  According  to  the  marina  associate  manager,  tenants  often 
do  not  ask  for  permission  from  or  inform  the  harbor  office  of  a  sublet.  Although  the  harbor 
staff  reportedly  check  every  boat  in  the  harbor  weekly  and  record  any  boat  that  is  not  a 
tenant's  boat  of  record,  the  harbor  office  has  no  written  procedures  for  using  this 
information  to  prevent  unauthorized  sublets. 

According  to  the  associate  harbormaster,  he  and  his  staff  do  use  the  weekly  dock  checks  to 
identify  which  boats  are  in  the  harbor  without  the  harbor  office's  approval,  and  which 
remain  there  for  six  months.  He  stated  that  he  reviews  the  results  of  the  weekly  dock 
checks  monthly  and  remembers  which  subtenant  boats  have  been  in  the  harbor  a  long  time. 
If  he  determines  that  an  unauthorized  boat  has  been  in  a  berth  for  six  months,  his  staff  then 
notifies  the  tenant  of  that  berth  and  instructs  the  tenant  to  remove  the  boat  from  the  harbor. 
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However,  he  acknowledged  that  the  process  for  identifying  unauthorized  boats  that  may 
have  exceeded  the  six-month  limit  is  not  systematic.  Based  on  our  discussions  with  the 
marina  associate  manager,  it  appears  that  the  harbor  has  not  made  enforcement  of  the 
subleasing  rule  a  priority  as  long  as  the  tenant  continues  to  pay  the  berth  rent.  The  Board  of 
Supervisors'  Budget  Analyst  reported  in  1997  that  the  marina  associate  manager  described 
the  harbor's  past  attempts  to  keep  track  of  the  duration  of  tenant  sublets  to  be  an 
"administrative  nightmare." 

Because  the  Department  does  not  enforce  the  subleasing  rule,  unauthorized  boats  are  not 
prevented  from  remaining  in  the  harbor  and  the  Department  cannot  be  assured  that  sublets 
do  not  exceed  six  months.  Without  enforcement  of  the  rule,  a  boat  owner  who  wants  to  get 
into  the  harbor  could  circumvent  the  waiting  list  for  berths  by  subleasing  a  berth 
indefinitely  from  a  tenant  who  has  left  the  harbor  without  informing  the  harbor  office.  In 
addition,  sublets  arranged  by  tenants  give  them  the  opportunity  to  profit  from  their  rentals 
of  public  property  because  they  may  require  their  subtenants  to  pay  them  amounts  above 
the  berth  rent  for  the  privilege  of  subletting. 

Many  Berths  May  Be 
Sublet  Without  Authorization 

We  provided  the  harbor  office  with  a  list  of  67  berths  in  which,  on  March  3,  2000,  we 
found  a  boat  other  than  the  tenant's  boat  according  to  the  harbor's  records  in  its  automated 
system.  Using  its  manual  records  of  sublets,  as  of  March  16,  2000,  the  harbor  office 
reported  that  tenants  were  subleasing  only  9(13  percent)  of  the  67  berths  in  which  we 
found  unidentified  boats.  Of  the  remaining  58  berths,  26  (39  percent)  were,  according  to 
the  harbor  office,  cases  of  new  boats  berthed  by  tenants,  boats  owned  by  new  tenants,  or 
other  examples  of  legitimate  changes  of  boat  for  which  the  harbor  office  had  not  yet 
updated  its  automated  records.  However,  the  harbor  office  had  no  information  on  subleases 
or  any  other  explanation  for  the  unidentified  boats  in  the  remaining  32  berths  (48  percent). 
We  concluded  that  these  32  boats,  or  6  percent  of  the  573  boats  we  observed  in  the  harbor, 
may  have  been  unauthorized  tenant  sublets. 

The  results  of  our  harbor  inspection  in  March  2000  are  consistent  with  those  of  dock 
checks  performed  by  harbor  staff  that  we  obtained  for  October  4,  1999.  According  to 
handwritten  notations  on  the  list  used  for  the  harbor's  dock  check,  69  boats  in  the  harbor  at 
that  time  did  not  match  the  descriptions  of  the  tenants'  boats  that  the  harbor  listed  in  its 
automated  records. 

The  Subleasing  Rule 

Could  Be  Enforced  or  ^ 

Could  Be  Changed 

The  Department  needs  to  determine  if  it  will  enforce  the  existing  subleasing  rules  or 
request  the  Commission  to  change  the  rules.  If  the  Department  is  going  to  enforce  the 
current  rules,  the  harbor  needs  an  effective  procedure  for  identifying  long-term  sublets. 
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Because  a  significant  number  of  boats  in  the  harbor  at  any  given  time  may  be  non-tenant 
boats,  the  harbor  must  implement  a  systematic  process  for  enforcement  of  its  subleasing 
rules.  Such  procedures  would  be  for  harbor  staff  to  record  the  date  each  unauthorized  boat 
first  appears  in  the  harbor  and  to  use  this  information  to  ensure  sublets  are  authorized  and 
comply  with  the  time  limit.  Use  of  a  list  or  other  tickler  system  could  ensure  that  if  the 
subtenant's  boat  is  still  in  the  harbor  five  months  later,  for  example,  the  harbor  notifies  the 
tenant  that  the  subtenant  boat  must  be  removed  before  six  months  of  occupancy  has 
occurred.  Moreover,  if  the  Department  were  serious  about  enforcing  this  rule,  it  should 
notify  a  tenant  as  soon  as  a  boat  not  registered  with  the  harbor  office  appears  in  the  tenant's 
berth.  The  harbor  would  also  be  justified  in  canceling  the  tenant's  berth  assignment  and 
towing  any  unauthorized  boat  out  of  the  harbor  if  that  boat  remained  for  more  than  six 
months,  with  the  charges  for  towing  and  storage  to  be  paid  by  the  tenant.  Enforcing  the 
existing  rules  could  require  substantial  administrative  time  but  is  necessary  to  ensure  that 
only  authorized  boats  are  in  the  harbor. 

Although  enforcement  of  any  sublease  policy  would  have  costs,  subletting  could  be 
financially  advantageous  to  the  harbor  if  the  Commission  adopted  policies  similar  to  those 
of  South  Beach  or  Santa  Cruz  harbors  and  charged  extra  rent  for  sublets,  as  discussed 
below.  If  tenants  paid  discounted  rents  while  subtenants  paid  full  rents,  enforcement  of  this 
policy  change  would  also  be  financially  advantageous  to  tenants  who  vacate  their  berths 
long  enough  to  allow  sublets. 

Most  Other  Harbors  Allow 
Sublets,  and  Some 
Handle  Them  Directly 

The  harbor's  policy  of  allowing  subleasing  of  berths  appears  reasonable  because  similar 
policies  are  common,  though  not  universal,  among  other  public  harbors  in  Northern 
California.  Of  the  eight  other  harbors  in  Northern  California  we  contacted,  six  allow  berth 
sublets  and  two  do  not.  Of  the  six  that  allow  subleasing,  two  handle  all  sublets  through  the 
harbor  office.  In  this  way,  the  harbor  maintains  control  over  who  is  in  the  harbor  and  for 
how  long.  Two  other  harbors  of  the  six  that  allow  subleasing  make  extra  revenue  from 
sublets.  One,  South  Beach  Marina,  bills  both  the  tenant  and  subtenant  for  the  full  rent  and 
credits  the  tenant  with  half  the  rent  paid  by  the  subtenant.  This  is  an  incentive  for  the  tenant 
to  keep  his  or  her  berth  occupied  while  away,  and  the  harbor  makes  50  percent  more 
revenue  on  the  berth,  assuming  the  subtenant  pays  the  bills.  In  Santa  Cruz,  the  harbor 
charges  the  tenant  an  additional  15  to  25  percent  of  the  berth  rent  during  the  subletting. 
According  to  staff  at  Santa  Cruz  Harbor,  this  practice  discourages  sublets  and  covers  the 
additional  administrative  time  the  harbor  office  must  spend  to  track  sublets.  Of  the  six 
harbors  we  contacted  that  allow  sublets,  two  have  a  six-month  limit,  one  has  a  three-month 
limit,  and  three  have  no  time  limit. 
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THE  HARBOR  SHOULD  ALLOW 
LIVE-ABOARD  BOATS 


The  Commission  should  eliminate  the  harbor  rule  prohibiting  live-aboard  boats,  which 
the  harbor  does  not  enforce  and  which  is  virtually  impossible  to  enforce.  Harbor  rules 
should  allow  live-aboard  boats  within  the  limits  established  by  the  San  Francisco  Bay 
Conservation  and  Development  Commission  (BCDC).  The  marina  associate  manager 
acknowledged  that  he  and  his  staff  do  not  enforce  the  live-aboard  boat  prohibition,  and 
believes  that  there  are  a  significant  number  of  live-aboard  boats  in  the  harbor.  Five  (63 
percent)  of  the  eight  harbors  we  contacted  allow  some  live-aboard  boats.  If  the  harbor 
wishes  to  allow  live-aboard  boats,  it  must  gain  approval  for  this  firom  BCDC,  which 
would  determine  if  the  harbor  must  provide  improved  facilities  for  live-aboard  boaters. 
However,  officially  allowing  live-aboard  boats  would  acknowledge  the  enhanced  harbor 
security  live-aboard  boaters  can  provide  to  other  harbor  tenants.  Such  a  policy  would  also 
be  advantageous  to  the  harbor  because  it  could  charge  the  live-aboard  boaters  additional 
monthly  fees  that  might  total  more  than  $80,000  annually. 

Background 

Designed  and  used  for  active  navigation,  live-aboard  boats  are  different  from  other 
navigable  boats  in  that  boaters  use  them  as  primary  residences.  Although  residential  use  is 
neither  water-oriented  nor  recreational,  live-aboard  boats  can  be  easily  converted  to  a 
navigable,  recreational  use.  When  properly  located  in  a  recreational  small  craft  harbor, 
these  boats  can  provide  a  degree  of  security  because  live-aboard  boaters  are  likely  to  be 
present  when  theft,  vandalism,  or  other  crimes  might  be  committed  or  attempted  in  the 
harbor. 

The  BCDC  is  the  body  that  issues  permits  to  allow  live-aboard  boats  in  its  jurisdiction.  The 
BCDC's  San  Francisco  Bay  Plan  includes  a  general  standard  that  BCDC  uses  as  a  guide  in 
allowing  live-aboard  boats.  According  to  the  plan,  live-aboard  boats  should  be  allowed 
only  in  small  craft  harbors  and  only  if  the  harbors  and  boats  meet  these  criteria: 

•  The  boats'  number  does  not  exceed  10  percent  of  the  authorized  berths  in  the  harbor 
unless  the  need  for  a  greater  number  can  be  shown. 

•  The  boats  promote  the  recreational  boating  use  of  the  harbor  (for  example,  by 
enhancing  security). 

•  The  harbor  provides  rest  rooms,  showers,  garbage  receptacles,  and  parking  adequate  to 
serve  live-aboard  boat  occupants  and  their  guests. 

•  The  harbor  provides  and  maintains  adequate  sewage  pump-out  facilities  that  are 
convenient  and  that  boaters  can  use  foe  a  reasonable  fee. 

•  There  is  adequate  tidal  circulation  to  handle  any  possible  waste-water  discharge. 
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The  Harbor  Does  Not  Enforce 
the  Rule  Prohibiting  Live-Aboard 
Boats  Because  It  Is 
Virtually  Unenforceable 


The  marina  associate  manager  acknowledges  that  some  harbor  tenants  live  aboard  their 
boats.  However,  the  rule  prohibiting  live-aboard  boats  is  virtually  impossible  for  harbor 
staff  to  enforce.  Section  15  of  the  harbor's  rules  prohibits  anyone  from  living  aboard  a  boat 
berthed  in  the  harbor.  However,  this  rule  expressly  allows  boats  in  the  harbor  to  be  used  for 
eating  and  sleeping  for  up  to  72  hours  in  any  seven-day  period  if  the  boat's  owner  or 
operator  notifies  the  harbormaster.  Because  this  rule  allows  72  hours  of  occupancy  in  any 
seven-day  period,  a  tenant  may  sleep  aboard  the  boat  every  night,  spending  an  average  of 
over  10  hours  per  day  on  the  boat,  and  still  comply  with  the  rule.  Further,  the  harbor  staff 
have  no  reliable  way  to  determine  how  many  hours  each  day  or  week  a  tenant  is  spending 
on  his  or  her  boat.  Thus,  the  rule  is,  for  all  practical  purposes,  unenforceable. 

In  1998  harbor  staff  attempted  to  inspect  a  number  of  boats  to  enforce  the  live-aboard 
prohibition.  Staff  concluded  that  1 1  (48  percent)  of  23  boats  inspected  appeared  to  have 
live-aboard  occupants.  Moreover,  the  marina  associate  manager  believes  that  60  to  1 00 
boats,  or  approximately  10  to  15  percent  of  the  boats  in  the  harbor,  have  live-aboard 
occupants.  According  to  the  marina  associate  manager,  the  1998  effort  to  identify  and 
cancel  the  berthing  agreements  of  live-aboard  tenants  failed  because  of  strong,  organized 
tenant  opposition. 


The  Majority  of  Other  Harbors 
Surveyed  Allow  Live-Aboard 
Boats  and  Some  Recover 
the  Costs  of  Utilities  the  Boats  Use 


The  harbor  could  realize  additional  revenue  if  the  Commission  changed  the  harbor's  rules 
to  allow  live-aboard  boats.  We  found  that  five  (63  percent)  of  the  eight  other  public  harbors 
we  contacted  allow  some  live-aboard  boats,  and  some  of  these  five  derive  additional 
revenue  as  a  result.  These  harbors  do  so  by  charging  live-aboard  boaters  additional  rent  for 
the  extra  use  they  make  of  services  such  as  garbage,  electricity,  water,  and  sewage.  For 
example,  the  City  of  San  Leandro's  Marina  charges  owners  of  its  live-aboard  boats  an 
extra  $100  in  monthly  rent.  The  City  of  Antioch's  harbor  (Antioch)  charges  live-aboard 
boats  $50  per  month  for  the  first  occupant  and  $25  per  month  for  each  additional  occupant 
in  addition  to  the  regular  berth  rent.  Santa  Cruz  Harbor  charges  live-aboard  boats  an 
additional  $41  for  utilities,  $89  per  month  for  the  first  occupant,  and  $28  per  month  for 
each  additional  occupant. 

To  estimate  the  additional  revenue  the  harbor  could  realize  if  it  allowed  live-aboard  boats, 
we  will  assume  that  the  harbor  will,  like  the  San  Leandro  Marina,  adopt  a  $100  monthly 
live-aboard  fee  in  addition  to  rent.  If  the  harbor  allowed  live-aboard  boats,  it  would  have  to 
comply  with  the  BCDC  requirements,  which  typically  allow  live-aboard  boats  in  no  more 
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than  10  percent  of  berths  in  a  harbor.  If  10  percent  of  the  harbor's  approximately  670 
tenants  lived  aboard  their  boats,  and  each  of  these  67  tenants  paid  an  additional  $  1 00  per 
month,  the  harbor  would  realize  additional  armual  revenue  of  $80,400.  However,  if  BCDC 
were  to  require  the  harbor  to  add  or  expand  facilities  such  as  rest  rooms  or  shower  rooms 
for  live-aboard  boaters,  the  additional  revenues  realized  by  allowing  live-aboard  boats 
would  take  some  time  to  exceed  the  costs  to  build  such  facilities.  We  could  not  estimate  the 
cost  of  any  such  facility  improvements  because  it  is  not  yet  known  whether — or  the  extent 
to  which — they  would  be  needed. 

The  Commission  Should  Consider 
Metering  the  Electricity  Usage 
of  Each  Harbor  Tenant 

Even  if  it  does  not  receive  BCDC  permission  to  allow  live-aboard  boats  and  eliminate  the 
live-aboard  prohibition,  the  Commission  should  consider  metering  all  harbor  tenants  for 
the  electricity  they  use  to  realize  additional  revenue.  The  harbor's  current  rules.  Section. 
9.C,  allow  the  harbormaster  to  meter  the  electrical  consumption  of  any  tenant  whom  he  or 
she  suspects  is  using  an  excessive  amount  of  electricity,  and  it  requires  tenants  to  be 
charged  for  the  cost  of  any  electricity  used  in  excess  of  264  kilowatt  hours  (KWH)  per 
month.  However,  according  to  Antioch's  harbormaster,  who  is  also  a  past  president  of  the 
California  Association  of  Harbormasters  and  Port  Captains,  this  264  KWH  allowance  is 
excessively  generous.  Moreover,  according  to  the  Marina  Small  Craft  Harbor's  marina 
associate  manager,  the  harbor  does  not  enforce  this  rule  because  it  has  not  been  a  priority, 
and  the  harbor  has  not  been  directed  or  received  funding  to  install  the  electric  meters  that 
would  be  required  for  enforcement.  Because  the  harbor  does  not  have  electric  meters  for 
any  of  its  berths,  it  has  no  way  to  determine  how  much  electricity  tenants  use.  However, 
the  harbor  pays  a  significant  amount  for  its  electricity.  Monthly  electricity  charges 
averaged  more  than  $9,000  at  the  harbor  during  July  1998  through  May  1999. 

In  contrast,  some  other  harbors  meter  tenants'  electricity  usage.  For  example,  the  Antioch 
harbormaster  estimates  that  his  harbor's  electricity  usage  dropped  two-thirds  after  it  began 
metering  tenants.  He  attributed  this  decrease  to  tenants'  curtailing  wasteful  practices,  such 
as  keeping  electric  water  heaters  and  space  heaters  running.  According  to  the  Antioch 
harbormaster,  live-aboard  tenants  in  that  harbor  now  typically  pay  $40-100  per  month  for 
electricity  while  those  who  do  not  live  aboard  their  boats  pay  about  $3-5  per  month.  We 
can  use  these  monthly  electricity  cost  estimates — $70  for  live-aboard  boats  and  $4  for 
other  boats — to  estimate  the  additional  revenue  the  Marina  Small  Craft  Harbor  would 
realize  by  metering  all  tenants'  electricity  usage.  If  the  harbor  required  all  tenants  to  pay 
for  all  of  the  electricity  they  use,  not  just  the  amount  over  264  KWH  per  month,  and  10 
percent  of  the  harbor's  approximately  670  tenants  have  live-aboard  boats,  the  harbor  would 
realize  additional  annual  revenues  of  more  than  $85,000  by  metering  and  charging  all  its 
tenants  for  electricity  usage.  However,  the  harbor  would  incur  the  one-time  costs  to  buy 
and  install  the  meters — which  we  estimate  to  be  more  than  $170,000 — as  well  as  the  staff 
time  to  monitor  and  bill  for  the  tenants'  electricity  usage.  The  one-time  costs  would 
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completely  offset  the  additional  revenues  for  approximately  two  years  and  the  ongoing 
costs  would  partially  offset  the  additional  revenues  thereafter. 

Allowing  Live-aboard  Boats 
Could  Benefit  the  Harbor 

We  believe  that  it  would  be  possible  and  advantageous  for  the  harbor  to  allow  live-aboard 
boats  under  the  conditions  specified  by  BCDC.  In  fact,  as  we  were  concluding  this  audit, 
the  assistant  superintendent  for  neighborhood  services  reported  that  the  Department  was 
considering  applying  to  BCDC  for  a  permit  to  allow  live-aboard  boats  and  that  BCDC  may 
look  favorably  upon  such  an  application,  even  with  the  harbor  in  its  current  state.  If  BCDC 
permits  live-aboard  boats  at  the  harbor,  the  Department  could  adopt  rules  reflecting 
BCDC's  limitations  on  live-aboard  boats.  The  harbor  could  then  acknowledge  the  current, 
beneficial  presence  of  live-aboard  boats  and  their  occupants  yet  allow  for  more  effective 
regulation  of  them. 

The  continued  presence  of  live-aboard  boats  enhances  the  harbor's  security  because  live- 
aboard  tenants  can  watch  out  for  other  tenants'  boats,  and  the  live-aboard  tenants  could 
report  suspicious  activity,  theft,  or  vandalism.  If  BCDC  were  to  find  that  the  harbor's 
facilities  were  inadequate  to  permit  live-aboard  boats,  any  future  harbor  renovation  could 
include  the  needed  facility  improvements.  In  either  case,  it  appears  likely  that  no 
extraordinary  expenditures  would  have  to  be  made  to  accommodate  live-aboard  boats. 

THE  HARBOR  DOES  NOT  ENFORCE 
THE  RULE  REQUIRING  TENANTS 
TO  USE  THEIR  BOATS  REGULARLY 

The  harbor*  office  does  not  enforce  the  rule  requiring  tenants  to  use  their  boats  regularly. 
Our  audit  indicates  that  5  to  1 0  percent  of  the  tenants  in  the  harbor  do  not  use  their  boats 
regularly,  which  appears  to  be  contrary  to  the  recreational  purpose  of  the  harbor.  We 
surveyed  every  boat  in  the  harbor  on  March  3,  2000,  and  found  5  (1  percent)  of  the  573 
boats  we  observed  to  be  inoperable  or  clearly  not  regularly  used. 
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Exhibit  6 

Examples  of  Boats  That  Appear  Not  to  Be  Used  Regularly 


As  shown  in  Exhibit  6,  a  sailboat  without  a  mast  (above)  and  a  dilapidated  inboard 
motorboat  (below)  that  we  found  to  have  its  engine  lying  in  pieces  and  its  controls  missing 
(not  shown)  appeared  to  us  to  be  inoperable. 
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In  addition  to  these  5  boats,  we  found  that  52  (9  percent)  of  the  boats  we  observed  had  boat 
registration  stickers  from  years  before  1999,  possibly  indicating  a  lack  of  regular  use. 
Together,  these  57  boats  represent  10  percent  of  the  573  boats  we  observed  in  the  harbor. 
On  some  of  these  57  boats,  we  observed  signs  of  neglect — large  amounts  of  algae  below 
the  water  line,  lichen  above  the  water  line,  grass  growing  on  the  boat — ^that  would  not 
necessarily  preclude  operation  but  appear  to  indicate  a  lack  of  use. 

A  fiirther  indication  that  some  tenants  do  not  use  their  boats  regularly  came  from  our 
survey  of  harbor  tenants.  When  we  asked  tenants  how  often  they  had  used  their  boats  in  the 
past  year,  six  (5  percent)  of  the  128  tenants  responding  to  this  item  indicated  that  they  used 
their  boats  once  or  never.  We  believe  that  using  a  boat  once  a  year  clearly  constitutes  a  lack 
of  regular  use. 

The  harbor's  rules,  Section  26 — Continuous  Usage,  require  that  tenants  use  their  boats  "on 
a  regular  basis."  This  rule  also  states  that,  with  sufficient  notice  to  the  tenants,  they  may  be 
required  to  demonstrate  to  the  marina  manager  that  their  boats  can  navigate  under  their 
own  power.  According  to  the  marina  associate  manager,  it  is  difficult  to  enforce  this  rule 
because  it  does  not  define  what  constitutes  "use"  nor  "a  regular  basis."  As  for  requiring  a 
tenant  to  show  that  his  or  her  boat  can  move  under  its  ovm  power,  according  to  the  marina 
associate  manager,  the  required  notice  from  the  harbor  would  allow  a  tenant  to  make 
almost  any  boat  navigable.  Although  we  do  not  refiite  these  assertions,  the  harbor  rules, 
Section  2,  also  give  the  marina  manager  full  authority  in  the  interpretation  and  enforcement 
of  those  rules.  If  support  for  this  authority  exists  among  Department  management  and  the 
Commission,  harbor  management  should  be  able  to  declare  that  a  boat  is  not  regularly 
used,  document  that  conclusion,  and  enforce  the  continuous  usage  rule  as  written. 

Clearly,  a  few  harbor  tenants  are  willing  to  pay  berth  rent  to  store  boats  that  are  seldom  or 
never  used.  We  can  only  assume  that  this  willingness  could  be  related  to  the  harbor's  berth 
transfer  policy,  which  may  create  an  incentive  for  tenants  to  treat  a  leased  berth  as  an  asset 
that  could  appreciate  if  held.  The  presence  of  boats  that  are  seldom  or  never  used,  even  if 
they  do  not  appear  to  be  neglected,  unfairly  prevents  active  boaters  on  the  waiting  lists 
from  being  assigned  the  berths  these  boats  occupy. 

RECOMMENDATIONS 

To  ensure  that  the  harbor  can  enforce  its  policies,  avoid  undesirable  results  of  those 
policies,  and  maximize  its  revenues,  the  Recreation  and  Park  Commission  should: 

•  Reexamine  the  harbor  rule  that  allows  berth  transfers  following  the  sale  of  a  boat. 

•  Change  the  harbor  rules  to  give  the  harbor  office  exclusive  authority  to  handle  sublets. 
The  rules  should  allow  the  harbor  to  realize  additional  revenue  by  either  collecting 
directly  from  the  subtenant  the  full  rental  amount  and  from  the  tenant  some  fraction  of 
the  full  rental  amount,  or  by  collecting  from  the  tenant  increased  rent  during  the  sublet. 
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•  Make  certain  that  the  harbor  enforces  its  current  or  any  new  subleasing  rule  to  ensure 
that  sublets  do  not  exceed  the  maximum  allowed  duration. 

•  Apply  for  a  permit  from  the  San  Francisco  Bay  Conservation  and  Development 
Commission  to  allow  live-aboard  boats  at  the  harbor  in  its  current  state. 

•  If  BCDC  will  not  permit  live-aboard  boats  at  the  harbor  in  its  current  state  and  the  cost 
of  any  facility  improvements  BCDC  may  require  is  reasonable,  include  those  facility 
improvements  in  any  harbor  redevelopment  plan. 

•  If  BCDC  permits  live-aboard  boats  at  the  harbor,  eliminate  the  rule  that  prohibits  them. 

•  If  the  Department  finds  the  installation  of  electric  meters  for  each  berth  in  the  harbor  to 
be  economical,  direct  the  Department  to  perform  this  installation  and  change  the  harbor 
rules  such  that  all  tenants  must  pay  for  all  the  electricity  they  use. 

•  Support  harbor  staff  in  enforcing  the  rule  that  requires  tenants  to  use  their  boats 
regularly. 
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CHAPTER  3 

THE  RECREATION  AND  PARK  DEPARTMENT  COULD  INCREASE 
HARBOR  REVENUES,  DECREASE  HARBOR  EXPENSES,  AND 
DEPOSIT  HARBOR  REVENUES  MORE  PROMPTLY 


CHAPTER  SUMMARY 

Based  on  the  revenues  and  expenditures  we  tested  for  fiscal  year  1998-99,  the 
Recreation  and  Park  Department  (Department)  accounts  for  revenues  of  the  San 
Francisco  Marina  Small  Craft  Harbor  (harbor)  and  deposits  those  revenues  into  the 
Marina  Yacht  Harbor  Fund  (Harbor  Fund)  as  required.  In  accordance  with  applicable  legal 
requirements,  the  Department  also  spends  for  harbor  purposes  the  money  in  the  Harbor 
Fund,  a  fimd  of  the  City  and  County  of  San  Francisco  (City)  dedicated  to  the  harbor's 
revenues  and  expenditures.  In  addition,  the  harbor  appears  to  have  adequate  internal 
controls  over  most  of  its  fee  collection  and  cash  handling  processes.  However,  the 
Department  could  collect  up  to  $725,000  more  in  annual  revenue  to  help  defray  the  costs  of 
a  fiiture  harbor  renovation  by  increasing  the  berth  rents  it  charges  tenants.  In  addition,  the 
Department  could  decrease  the  harbor's  operating  costs  by  more  than  $22,000  annually  if  it 
replaced  with  less  costly  City  security  guards  the  marina  assistant  managers  who  now 
patrol  the  harbor  at  night.  Finally,  we  found  that  the  Department  is  holding  harbor  revenues 
too  long  before  depositing  them  with  its  commercial  bank.  We  found  no  valid  reason  for 
these  delays.  The  Department  should  improve  its  cash  handling  procedures  to  ensure  that  it 
deposits  its  collections  promptly  and  thereby  avoids  losing  interest  earnings  or  investment 
income  on  this  money. 

THE  DEPARTMENT  USES  THE 
HARBOR  FUND  PROPERLY 

During  fiscal  year  1 998-99,  the  Department  properly  accounted  for  and  used  the  money  in 
the  Harbor  Fund.  In  that  year,  the  Department  had  revenue  of  $1 ,559,940  from  the  harbor 
from  cash  receipts  including  berth  rents.  These  collections  exceeded  the  harbor's 
$1,207,144  of  expenditures  that  year.  We  found  that  the  Department  had  correctly 
categorized  the  harbor's  cash  collections  that  we  tested  and  deposited  them  to  the  Harbor 
Fund.  We  also  tested  Harbor  Fund  expenditures  and  verified  that  these  payments  were  for 
legitimate  harbor  expenses. 

In  addition,  the  Harbor  Fund  has  considerable  equity  in  the  City's  treasury,  and  this 
amount  increased  during  fiscal  year  1998-1999.  As  of  June  30,  1999,  the  amount  of  equity 
in  the  City  Treasurer's  pooled  money  account  was  $2,471,728. 
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THE  HARBOR  COULD  INCREASE 
ITS  REVENUES  AND  DECREASE 
ITS  OPERATING  COSTS 


Opportunities  exist  for  the  Department  to  increase  the  harbor's  operating  revenues  and  cut 
its  operating  costs  while  increasing  the  level  of  service  the  harbor  provides  to  tenants.  The 
Department  could  increase  harbor  revenues  by  up  to  $725,000  annually  if  it  raised  berth 
rents,  and  could  decrease  the  harbor's  operating  costs  by  more  than  $22,000  annually  if  it 
used  less-expensive  security  guards  in  place  of  the  marina  assistant  managers  who  now 
patrol  the  harbor  at  night.  If  the  Department  were  able  to  increase  revenues  to  the  Harbor 
Fund  and  decrease  expenditures  from  it,  more  money  would  be  available  to  defray  the 
costs  of  debt  service  on  the  loans  that  will  likely  be  necessary  to  renovate  the  harbor. 


The  Department  Should 
Consider  Raising  the 
Harbor's  Berth  Rents  After 
It  Renovates  the  Harbor 


If  the  Department  raised  berth  rents  at  the  harbor,  the  increased  rental  revenues  could  go 
toward  the  debt  service  on  the  loans  that  will  likely  be  necessary  to  renovate  the  harbor.  In 
fact,  the  berth  rents  at  the  harbor  are  significantly  lower  than  those  of  other  small  craft 
harbors  in  San  Francisco  and  it  appears  the  Department  could  increase  these  rates  while 
keeping  the  harbor  fully  occupied.  We  found  that  the  harbor's  average  rate  is  $5.10  per 
berth  foot  per  month,  while  two  other  recreational  small  craft  harbors  in  San  Francisco, 
South  Beach  Harbor  and  Pier  39  Marina,  charge  an  average  rate  of  $7.72  per  foot  per 
month,  or  $2.62  (51  percent)  more  than  the  average  rate  of  the  Marina  Small  Craft  Harbor. 
Harbor  tenants  pay  rental  rates  that  have  not  increased  since  1994,  when  they  went  up  30 
percent.  Monthly  rents  range  from  approximately  $97  for  a  20  foot  berth  to  $556  for  a  90 
foot  berth.  In  setting  the  harbor's  berth  rental  rates,  the  Department  can  reasonably 
consider  market  value,  as  determined  by  average  rates  at  other  harbors. 

Berth  rental  rates  and  occupancy  levels  at  Northern  California  marinas  we  surveyed 
indicate  that  demand  for  berths  varies  greatly  by  location,  with  high  demand  in  San 
Francisco.  In  addition,  according  to  the  marina  associate  manager,  the  Marina  Small  Craft 
Harbor's  prime  location  near  the  Golden  Gate  and  Pacific  Ocean  would  allow  the  harbor  to 
charge  higher  berth  rents  than  almost  all  other  harbors  on  San  Francisco  Bay  (Bay),  which 
are  farther  from  the  Golden  Gate.  For  example,  the  San  Leandro  Marina,  a  well-kept,  455- 
berth  facility  which  is  on  the  East  side  of  the  Bay  and  relatively  far  fi-om  the  Golden  Gate, 
has  one  of  the  lowest  average  berth  fees  in  our  survey — $4.04  per  foot  per  month — but  is 
only  70  percent  full  on  average.  In  contrast,  §outh  Beach  Harbor  in  San  Francisco  has  one 
of  the  highest  average  berth  fees  of  the  harbors  we  surveyed — $7.38  per  foot  per  month — 
and  reports  100  percent  occupancy  of  its  700  berths. 

Despite  the  Marina  Small  Craft  Harbor's  highly  desirable  location,  it  charges  less  for 
berths  than  do  at  least  seven  other  public  small  craft  harbors  in  Northern  California. 
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According  to  a  March  2000  survey  of  berth  rental  rates  at  Northern  Cahfomia  harbors 
provided  by  Coyote  Point  Marina,  the  pubhc  marinas  that  charge  higher  average  berth  rents 
than  does  the  Marina  Small  Craft  Harbor  include  those  in  Emeryville  ($5.90  per  berth 
foot),  Monterey  ($6.14),  Oakland/Jack  London  ($6.21),  and  Berkeley  ($6.45).  (We 
included  in  our  survey  the  three  other  public  marinas  whose  average  berth  fees  are, 
according  to  Coyote  Point's  survey,  higher  than  that  of  the  Marina  Small  Craft  Harbor — 
Coyote  Point,  Santa  Cruz,  and  South  Beach — and  we  discuss  them  below).  Coyote  Point's 
survey  reports  that  the  highest  rate  charged  by  any  harbor  on  the  Bay  is  the  $12.25  per 
berth  foot  reported  for  Pelican  Marina,  a  private  marina  in  Sausalito.  According  to  the 
Marina  Small  Craft  Harbor's  associate  marina  manager,  one  of  the  reasons  Pelican  Marina 
can  charge  such  a  high  rent  is  the  fact  that,  like  the  Marina  Small  Craft  Harbor,  it  is  one  of 
the  closest  marinas  to  the  Golden  Gate. 

We  present  in  Exhibit  7  below  berth  rents  for  the  Marina  Small  Craft  Harbor  and  eight 
other  Northern  California  harbors  we  surveyed. 


Exhibit  7 
Berth  Rent  Comparison 
Rates  as  of  October  1999 


Harbor 

Agency 

Management 

Berths 

Average 
Occupancy 
Rate 

Average  Monthly 
Rent  Per  Berth 
Foot 

Pier  39 

Port  of  San  Francisco 

Private 

326 

80% 

$8.05 

South  Beach 

San  Francisco 

Public 

700 

100% 

7.38 

Redevelopment  Agency 

Santa  Cruz 

Santa  Cruz  Port  District 

Public 

850 

100% 

7.00 

Coyote  Point 

County  of  San  Mateo 

Public 

570 

88% 

5.63 

Antioch 

City  of  Antioch 

Public 

300 

64% 

5.11 

Marina 

San  Francisco 

Public 

709 

97% 

5.10 

Recreation  and  Park 

Department 

Brisbane 

City  of  Brisbane 

Public 

570 

75% 

4.40 

San  Leandro 

City  of  San  Leandro 

Public 

455 

70% 

4.04 

Treasure  Island 

Treasure  Island 

Private 

108 

100% 

4.00* 

Development  Authority 

Average  of 

485 

85% 

5.70 

Harbors  Other 

Than  Marina 

Note:     *  Rate  expected  to  increase  after  June  1,  2000,  but  not  exceed  $5.50  per  berth  foot. 


The  Marina  Small  Craft  Harbor's  average  berth  fee  of  $5.10  per  berth  foot  per  month  is 
10.5  percent  lower  than  the  $5.70  average  of  the  eight  publicly  owned  marinas  in  Northern 
California  we  surveyed  in  October  1999.  In  general,  the  eight  other  marinas  we  contacted 
include  services  in  their  fees  that  are  comparable  to  those  provided  by  the  harbor. 

We  believe  the  demand  for  small  craft  berths  in  San  Francisco,  as  reflected  in  the  waiting 
list  for  berths  at  the  harbor,  would  allow  for  higher  berth  fees  at  the  harbor  without  any 
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corresponding  decrease  in  occupancy  levels.  However,  any  fee  increase  should  take  effect 
after  the  harbor's  facilities  are  improved. 

Although  we  expected  few  tenants  to  indicate  that  they  are  agreeable  to  higher  rents,  more 
than  half  (58  out  of  1 14)  of  the  tenants  who  responded  to  this  item  on  our  survey  reported 
that  they  would  be  willing  to  pay  more  rent  if  the  Department  used  the  additional  revenues 
to  repair  or  replace  harbor  facilities.  If  the  increased  rents  were  used  for  this  purpose,  56 
(97  percent)  of  these  58  tenants  who  were  willing  to  pay  more  rent  indicated  they  would 
accept  a  10  percent  rent  increase.  However,  when  we  asked  tenants  if  they  would  accept  a 
40  percent  rent  increase  if  the  revenues  were  used  for  maintenance  or  renovation,  only  8  (7 
percent  of  1 14)  tenants  indicated  they  would.  Almost  half  (56  of  1 14)  of  the  surveyed 
tenants  indicated  they  would  be  unwilling  to  pay  higher  fees,  even  if  the  Department  used 
the  additional  revenues  to  repair  or  replace  harbor  facilities. 

We  cannot  determine  the  percentage  increase  in  the  harbor's  rates  that  would  cause  less 
than  full  occupancy  of  the  harbor.  However,  the  harbor  reports  almost  1 00  percent 
occupancy  at  all  times.  We  found  the  harbor  to  be  97  percent  occupied  as  of  March  3, 
2000.  The  Department  fills  berth  vacancies  several  times  per  year  by  mass  assignments 
from  the  waiting  lists.  The  harbor  office  is  able  to  fill  short-term  vacancies  with  paying 
tenants  while  awaiting  the  next  mass  assignment.  In  addition,  waiting  lists  for  berths  have 
existed  at  the  harbor  for  many  years,  and,  as  was  shown  in  Exhibit  5,  some  individuals 
have  been  on  these  lists  for  decades. 

The  Harbor  Fund  is  losing  revenue  it  would  otherwise  receive  because  the  harbor's  rates 
appear  to  be  significantly  below  market  value.  If  the  harbor  had  raised  its  berth  rents  for 
fiscal  year  1 999-2000  an  average  of  5 1  percent — ^to  match  the  average  of  South  Beach 
Harbor  and  Pier  39  Marina — the  corresponding  increase  in  annual  berth  fee  revenue  would 
be  approximately  $725,000.  This  estimate  is  based  on  the  harbor's  budgeted  berth  rental 
receipts  for  fiscal  year  1999-2000  of  $1,421,940.  The  Department  could  use  the  additional 
revenue  to  defray  the  costs  of  the  debt  service  for  the  harbor  renovation.  This  use  of 
additional  berth  rental  revenue  was  proposed  by  the  1997  feasibility  study  for  the  harbor 
that  recommended  a  30  percent  increase  in  rental  rates  for  new  berths  after  the  harbor 
redevelopment  was  completed.  However,  this  rent  increase  did  not  occur  because  the  City 
did  not  implement  the  study,  as  discussed  earlier. 

The  Harbor  Could  Decrease 
Its  Operating  Costs  by  Using 
Security  Guards  on  Night  Shifts 

In  addition  to  raising  berth  rental  rates,  the  hajrbor  could  lower  its  operating  costs  by  using 
security  guards  instead  of  assistant  marina  mangers  on  night  shifts.  We  estimate  that  for  the 
swing  and  overnight  shifts,  the  harbor  could  get  security  patrol  services  for  more  than 
$22,000  less  per  year  than  it  pays  now  if  it  used  City  employees  in  the  security  guard 
classification  instead  of  marina  assistant  managers.  Waste  and  inefficiency  in  City 
programs  undermine  the  confidence  of  San  Francisco  residents  and  reduce  the  City's 
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ability  to  address  vital  public  needs  adequately.  The  City  should  seek  to  reduce  the 
operating  costs  of  its  programs  if  it  can  deliver  a  comparable  level  of  service  by  less  costly 
means. 

Marina  assistant  managers  work  three  shifts  per  day,  seven  days  per  week.  The  duties 
assigned  to  the  marina  assistant  managers  who  work  the  swing  and  overnight  shifts  are 
more  limited  than  those  of  the  marina  assistant  managers  who  work  the  day  shift.  Day  shift 
marina  assistant  managers  take  care  of  all  harbor  maintenance  duties,  whereas  those 
working  the  swing  and  overnight  shifts  spend  their  time  patrolling  and  inspecting  the 
harbor  and  its  facilities.  During  the  swing  and  overnight  shifts,  the  marina  assistant 
manager  is  to  make  rounds  to  prevent  vandalism,  check  for  safety  hazards,  and  enforce  the 
regulations  of  the  harbor.  These  duties  may  include  taking  corrective  action  when  boats  in 
berths  are  inadequately  secured  and  issuing  parking  citations  to  vehicles  illegally  parked  in 
the  harbor's  parking  lots. 

The  harbor  could  save  money  by  using  City  security  guards  on  night  shifts  to  provide 
security.  The  duties  of  City  security  guards  (class  8202)  are  consistent  with  those  of  the 
marina  assistant  managers  on  night  shifts,  and  City  security  guards  could  be  trained  and 
authorized  to  undertake  all  duties  normally  performed  at  night.  City  security  guards,  when 
at  the  maximum  hourly  pay  rate  of  $16.83,  eam  $3.17  per  hour  (16  percent)  less  than  do 
marina  assistant  managers  at  their  maximum  hourly  pay  rate  of  $20.  Because  marina 
assistant  managers  on  the  swing  and  overnight  shifts  work  16  hours  each  day  of  the  year, 
we  estimate  an  annual  savings  of  $18,512  in  salaries  if  the  harbor  were  to  use  City  security 
guards.  We  estimate  annual  savings  in  employee  benefits  to  be  an  additional  $4,073.  Thus, 
we  estimate  a  total  annual  savings  of  $22,586  would  be  possible  if  the  harbor  replaced  its 
marina  assistant  managers  on  the  swing  and  overnight  shifts  with  City  security  guards. 

THE  DEPARTMENT  DOES  NOT  DEPOSIT 
SOME  HARBOR  REVENUES  PROMPTLY 

Although  the  Department  has  adequate  internal  controls  over  most  of  its  fee  collection  and 
cash  handling  processes,  our  audit  revealed  that  the  Department  is  holding  harbor  revenues 
too  long  before  depositing  them  with  its  commercial  bank.  We  tested  two  types  of  harbor 
revenues,  berth  rental  revenues  and  miscellaneous  revenues,  and  found  that  the  Department 
had  not  deposited  either  type  promptly.  All  City  departments  should  deposit  cash  receipts 
as  soon  as  it  is  practical  to  do  so.  In  general,  it  is  a  good  practice  for  departments  to  deposit 
receipts  by  the  following  business  day.  However,  the  City  has  no  such  clearly  defined 
standard  for  the  timeliness  of  cash  deposits.  The  Controller's  Office  leaves  it  up  to  each 
department  to  prove  whether  its  deposit  timeliness  policy  is  prudent.  The  Harbor  Fund  is 
losing  interest  or  investment  income  it  could  otherwise  eam  because  the  Department  is 
waiting  too  long  to  deposit  the  approximately  $1.5  million  in  fees  it  receives  from  tenants 
each  year. 
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The  Department  Held  Berth  Rental 
Collections  an  Average  of  12.5  Days 
Before  Depositing  the  Money 


The  Department's  accounting  unit  is  slow  in  depositing  harbor  tenants'  quarterly  rent 
payments,  so  the  harbor  is  missing  opportunities  to  earn  interest  or  investment  income.  Our 
test  of  $59,679  of  berth  rent  the  harbor  office  collected  from  permanent  harbor  tenants 
showed  that  the  Department  had  held  these  receipts  an  average  of  12.5  days  from  the  date 
the  harbor  office  recorded  the  collections  to  the  date  of  deposit.  However,  it  is  good 
practice  and  would  be  possible  for  the  Department  to  deposit  receipts  by  the  following 
business  day.  Moreover,  the  actual  duration  from  receipt  of  berth  rental  payment  to  deposit 
may  be  slightly  longer  than  the  12.5  day  average  we  calculated  because  harbor  staff  do  not 
record  revenues  on  daily  record  of  cash  receipts  forms  (daily  records)  each  business  day. 

The  harbor  office  does  not  record  the  dates  of  receipt  for  most  berth  rental  payments 
because  tenants  usually  pay  with  checks,  which  serve  as  their  receipts.  Although  this 
practice  of  using  checks  as  receipts  is  acceptable,  we  could  not  calculate  the  duration  from 
date  of  receipt  to  date  of  deposit  for  berth  rental  revenues.  However,  the  average  duration 
from  the  dates  the  harbor  office  records  the  revenues  on  the  daily  records  to  the  dates  of 
deposit  is  a  conservative  measure  of  how  long  the  Department  is  holding  berth  rental 
revenues. 

Harbor  staff  prepare  the  daily  record  and  the  deposit  slip  on  the  same  day.  According  to 
harbor  staff,  they  take  the  rent  collections  to  the  Department's  accounting  unit  within  one 
working  day  of  preparing  the  daily  records.  The  Department's  accounting  unit  is 
responsible  for  depositing  all  harbor  revenues  with  the  bank.  Based  on  the  documents  we 
tested,  the  delays  in  depositing  berth  rent  collections  occur  between  the  dates  that  appear 
on  the  deposit  slips  and  the  dates  of  the  deposits.  According  to  the  Department's 
accountant  responsible  for  making  these  deposits,  the  delays  are  caused  by  the  workload  of 
the  accounting  unit  and  the  precedence  he  gives  to  depositing  larger  checks. 

The  Department  Held  Miscellaneous 
Collections  an  Average  of  46  Days 
Before  Depositing  the  Money 

The  Department  is  also  slow  in  depositing  other  types  of  cash  the  harbor  collects.  We 
tested  $9,55 1  in  payments  to  the  harbor  for  goods  and  services  other  than  berth  rent  from 
permanent  tenants.  The  harbor  office  issues  dated  receipts  for  these  miscellaneous 
collections,  whether  paid  by  cash  or  check,  so  we  were  able  to  calculate  the  duration  from 
receipt  to  deposit.  We  found  that  the  Department  had  held  miscellaneous  harbor  collections 
an  average  of  46  days  from  the  date  of  receipt  to  the  date  of  deposit.  These  revenues 
include  payments  of  berth  transfer  fees  and  short-term  berth  rents,  sales  of  gate  keys,  and 
sales  of  harbor  lines  that  are  used  to  secure  boats  in  their  berths. 
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For  miscellaneous  collections,  harbor  staff  prepare  the  daily  records  of  cash  receipts  but 
Department  accounting  staff  prepare  the  deposit  slips.  We  found  both  of  these  units  are 
responsible  for  the  delays  in  depositing  the  miscellaneous  revenues.  Harbor  staff  took  an 
average  of  15  days  from  receiving  these  revenues  to  preparing  the  daily  records  for  them. 
However,  the  remaining  3 1  days  of  the  average  46-day  delay  fall  between  the  date  on  the 
harbor  office's  daily  record  to  the  date  of  the  accounting  unit's  deposit  slip.  According  to 
the  Department's  accountant  responsible  for  making  these  deposits,  processing 
miscellaneous  harbor  receipts  for  deposit  is  more  time-consuming  than  the  process  for 
most  other  types  of  departmental  receipts,  so  he  does  not  do  so  until  he  has  ample  time  to 
complete  the  processing.  We  do  not  find  this  to  be  a  valid  reason  for  the  average  delays  we 
found. 


RECOMMENDATIONS 

To  increase  harbor  revenues,  the  Recreation  and  Park  Commission  should  consider  raising 
by  up  to  5 1  percent  the  average  rental  rate  for  berths  at  the  harbor  to  align  this  rate  with 
rates  at  other  recreational  small  craft  harbors  in  San  Francisco,  South  Beach  Harbor  and 
Pier  39  Marina.  The  increase  should  occur  after  harbor  renovation  so  that  tenants  have 
facilities  that  are  comparable  to  those  at  the  other  harbors,  and  the  Department  can  put  the 
additional  revenues  toward  the  payments  on  the  loan  that  will  likely  be  required  to  finance 
the  renovation. 

To  decrease  the  harbor's  operating  costs,  the  Recreation  and  Park  Department  should 
consider  using  City  security  guards  to  patrol  the  harbor  on  night  shifts  instead  of  marina 
assistant  managers. 

To  ensure  that  the  harbor  does  not  lose  interest  on  the  money  it  receives,  the  Recreation 
and  Park  Department  should  do  the  following: 

•  Ensure  that  harbor  staff  record  cash  collections  on  daily  records  of  cash  receipts  each 
business  day  on  which  cash  is  received. 

•  Establish  procedures  to  ensure  that  the  Department  promptly  deposits  with  its 
commercial  bank  all  harbor  revenues. 
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CHAPTER  4 

THE  RECREATION  AND  PARK  DEPARTMENT  SHOULD 
STRENGTHEN  THE  HARBOR'S  MANAGEMENT  CONTROLS 


CHAPTER  SUMMARY 

Although  the  Recreation  and  Park  Department  (Department)  adequately  controls 
some  processes  at  the  San  Francisco  Marina  Small  Craft  Harbor  (harbor),  the 
Department  should  nonetheless  strengthen  some  of  its  management  controls  at  the 
harbor.  The  lack  of  a  mission  statement,  written  goals,  objectives,  or  performance  measures 
for  the  harbor  impedes  the  Department's  ability  to  manage  the  harbor  effectively.  In 
addition,  because  the  harbor  lacks  written  policies  and  procedures  concerning  most 
functions,  the  harbor  is  at  a  disadvantage  in  training  and  evaluating  staff.  Although  the 
harbor  apparently  once  had  a  mission  statement  and  a  policies  and  procedures  manual, 
harbor  staff  were  unable  to  provide  these  to  us.  Finally,  although  the  Department  has 
adequate  procedures  for  assigning  vacant  berths  to  applicants  on  waiting  lists  who  become 
permanent  tenants,  it  has  no  written  procedures  for  the  process  it  uses  to  assign  vacant 
berths  to  short-term  tenants  while  awaiting  the  process  it  uses  to  make  the  permanent 
assignments. 

SOME  CONTROLS  OVER  HARBOR 
PROCESSES  ARE  ADEQUATE 

The  Department  adequately  controls  some  of  the  harbor's  business  processes,  including  the 
procedures  for  assigning  and  transferring  boat  berths.  The  process  the  Department  uses  to 
assign  vacant  berths  to  applicants  on  waiting  lists  is  primary  among  those  areas  in  which 
we  found  management  controls  to  be  adequate.  Our  review  of  the  waiting  list  process 
found  procedures  that  reasonably  assure  the  integrity  of  the  waiting  lists.  Most  importantly, 
we  confirmed  the  accuracy  of  the  dates  in  the  automated  system  used  to  establish  the  order 
of  applicants  on  the  lists.  We  also  evaluated  the  process  the  harbor  office  uses  to  transfer  a 
berth  to  a  new  tenant  who  has  bought  a  boat  in  the  harbor  and  found  the  process  well 
controlled. 


THE  HARBOR  LACKS  A  MISSION 
STATEMENT,  GOALS,  OBJECTIVES, 
AND  PERFORMANCE  MEASURES 

Although  the  Department  properly  manages  some  business  processes  at  the  harbor,  the 
harbor  has  no  written  mission  statement,  goals,  objectives,  or  performance  measures.  The 
absence  of  these  basic  management  tools  impedes  the  ability  of  Department  staff  to 
manage  the  harbor  effectively,  and  may  indicate  that  the  Department  gives  insufficient 
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attention  to  the  harbor's  performance.  According  to  the  assistant  superintendent  of 
neighborhood  services  responsible  for  the  harbor,  the  harbor  has  no  mission  statement. 
According  to  the  marina  associate  manager,  the  harbor's  only  goals  are  to  take  care  of  all 
dock-related  work  orders  within  48  hours  and  to  address  work  orders  that  require  repairs 
that  must  be  done  from  the  water  within  two  weeks,  but  these  goals  remain  unwritten.  Both 
these  staff  acknowledged  that  the  harbor  has  no  performance  measures.  Any  organization  is 
at  a  disadvantage  if  it  has  no  written  statements  that  can  be  used  to  clarify  its  purpose,  what 
it  intends  to  accomplish,  and  how  its  accomplishments  will  be  measured. 

A  Mission  Statement,  Goals, 
Objectives,  and  Performance 
Measures  for  Each  City  Unit 
or  Program  Are  Desirable 

The  City  and  County  of  San  Francisco  (City)  Charter,  Section  9.1 14,  requires  each 
departmental  budget  to  include  the  department's  mission  and  goals,  and  the  Administrative 
Code,  Section  3.5,  requires  that  each  departmental  budget  list  policy  outcome  measures 
that  reflect  the  department's  mission  and  goals.  Although  these  requirements  do  not  apply 
to  individual  units  or  programs  within  departments,  it  would  be  desirable  for  the  harbor  to 
have  at  least  a  written  statement  of  its  mission  and  goals  because  this  would  express  the 
major  results  sought  by  the  harbor. 

Each  City  unit  or  program,  such  as  the  harbor,  could  benefit  from  establishing  its  own 
mission  statement,  goals,  objectives,  and  performance  measures.  According  to  Section  88.2 
of  the  Administrative  Code,  the  San  Francisco  Performance  and  Review  Ordinance  of 
1999,  the  City  is  seriously  disadvantaged  in  its  efforts  to  improve  program  efficiency  and 
effectiveness  because  of  insufficient  articulation  of  the  vision,  mission,  and  goals  of 
programs,  including  inadequate  information  on  program  performance.  The  ordinance  goes 
on  to  state  that  the  Board  of  Supervisors'  policy  making,  spending  decisions,  and  program 
oversight  are  seriously  handicapped  by  insufficient  attention  to  program  performance  and 
results. 


Mission  statements  define  the  overarching  purpose  of  a  unit  or  program.  The  process  of  identifying  the 
mission  and  basic  objectives  is  the  first  step  in  estabHshing  a  performance  measurement  process  for  a  unit  or 
program. 

Goals  dehneate  what  the  unit  or  program  must  accomplish  to  successfully  achieve  its  mission.  Goals  can 
outline  the  key  areas  of  responsibility  of  a  unit  or  program. 

Objectives  flow  from  the  goals  and  express  the  major  results  the  unit  or  program  seeks  for  each  goal.  There 
may  be  more  than  one  objective  for  each  goal. 

Performance  measures  are  quantitative  indicators  of  how  well  a  unit  or  program  is  fulfilling  its  mission, 
goals,  or  objectives.  Performance  measures  allow  the  City  to  evaluate  whether  its  resources  are  used  for 
maximum  benefit;  to  provide  accountability  to  the  citizens  of  the  City,  the  Mayor,  and  the  Board  of 
Supervisors;  and  to  track  the  improvement  in  the  programs  and  services  that  the  City  provides. 


In  addition,  the  Government  Finance  Officers  Association  recommends  that  all  state  and 
local  governments  use  performance  measures  based  on  program  goals  and  objectives  that 
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tie  to  the  program's  mission  statement,  use  the  measures  in  decision-making  processes,  and 
report  them  internally  and  externally. 

Once  the  Department  has  established  the  harbor's  mission,  goals,  and  objectives,  the 
Department  can  gauge  the  harbor's  accomplishments  against  the  established  targets  in  its 
performance  measures,  determine  if  the  harbor  is  meeting  its  objectives,  and  take 
corrective  action  if  it  is  not.  In  this  way,  performance  measures  can  provide  valuable 
management  information. 

THE  HARBOR'S  POLICIES  AND  PROCEDURES 
FOR  STAFF  ARE  INADEQUATE 

According  to  the  marina  associate  manager,  the  harbor's  only  written  policies  and 
procedures  for  its  staff  are  cash-handling  procedures.  As  a  result,  the  majority  of  the  harbor 
staff  have  no  written  policies  and  procedures  for  how  to  do  their  work.  For  example,  8  (62 
percent)  of  the  harbor's  13  employees  are  marina  assistant  managers,  but  there  is  no  duty 
statement  outlining  the  responsibilities  of  these  staff  members.  Although  the  City's 
Department  of  Human  Resources  has  on  file  a  classification  description  for  the  marina 
assistant  manager,  it  does  not  distinguish  between  day  and  night  work,  and  the  harbor 
apparently  does  not  use  it.  A  detailed  duty  statement  for  this  classification  that  outlines 
how  the  duties  of  the  marina  assistant  manager  differ  on  day  and  night  shifts  could  be  a 
valuable  tool  for  management  to  use  in  evaluating  the  performance  of  these  employees. 
Although  the  marina  associate  manager  told  us  that  the  harbor  once  had  a  policies  and 
procedures  manual,  which  included  a  mission  statement  for  the  harbor,  he  was  unable  to 
locate  it. 


THE  HARBOR  HAS  NO  PROCEDURES 
FOR  ASSIGNING  BERTHS  TEMPORARILY 

Although  the  Department  has  adequate  procedures  for  assigning  vacant  berths  to  applicants 
on  waiting  lists  who  become  permanent  tenants,  it  has  no  written  polices  or  procedures  for 
assigning  these  berths  to  short-term  tenants  while  awaiting  the  process  it  uses  to  make  the 
permanent  assignments.  While  awaiting  the  mass  assignment  process  for  permanent 
tenants  that  the  Department  conducts  several  times  each  year,  harbor  staff  uses  a  separate 
process  to  assign  vacant  berths  to  short-term  tenants,  which  it  calls  harbor  office  subletting. 
These  tenants  are  allowed  to  stay  in  the  harbor  on  a  month-to-month  basis  until  the 
Department  informs  them  that  they  must  vacate  their  berths  because  they  have  been 
assigned  to  applicants  from  a  waiting  list.  However,  because  the  Department  poorly 
controls  the  harbor  office  sublet  process,  it  carmot  ensure  that  these  short-term  tenancies 
are  made  equitably  or  promptly. 

According  to  the  account  clerk  at  the  harbor,  while  awaiting  the  mass  assignment  process, 
harbor  staff  is  usually  able  to  fill  vacant  berths  promptly  with  a  boat  owner  who  has 
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expressed  an  interest  in  a  month-to-month  berth  rental.  She  also  stated,  however,  that  the 
harbor  office  had  misplaced  and  was  no  longer  using  its  folder  containing  the  names  of 
those  who  had  expressed  an  interest  in  month-to-month  rentals.  In  addition,  when  the 
harbor  staff  did  use  this  folder  as  its  source  of  short-term  tenants,  it  apparently  was  not  a 
list  that  would  allow  a  "first  come,  first  served"  assignment  of  berths,  but  merely  a 
collection  of  business  cards  or  names  on  pieces  of  paper. 

Thus,  it  appears  that  the  harbor  has  no  rational  system  for  assigning  berths  temporarily. 
Procedures  for  this  process  are  not  documented  and  there  is  no  formal  process,  such  as  a 
waiting  list,  to  ensure  that  people  interested  in  these  harbor  office  sublets  are  served  in  the 
order  in  which  they  inquire. 

RECOMMENDATIONS 

To  aid  the  harbor  in  functioning  more  effectively,  the  Recreation  and  Park  Department 
should  do  the  following: 

•  Develop  and  use  a  mission  statement,  goals,  objectives,  and  performance  measures  for 
the  harbor.  These  should  address  the  desired  results  of  the  harbor  program,  such  as  the 
level  of  customer  service  it  intends  to  provide,  in  quantitative  terms. 

•  Monitor  and  report  the  harbor's  accomplishments  in  terms  of  established  performance 
measures.  The  Department  should  report  these  results  internally  to  management  even  if 
it  does  not  report  them  externally  in  a  document  such  as  the  budget  or  annual  report.  In 
this  way,  the  harbor's  success  in  achieving  its  objectives  can  be  known  to  Department 
management. 

•  Ensure  that  harbor  management  creates  a  policies  and  procedures  manual  to  aid  staff  in 
performing  their  duties  and  assist  management  in  evaluating  whether  staff  are 
performing  their  duties  adequately. 

•  Develop  a  rational  procedure  for  assigning  berths  temporarily,  such  as  a  waiting  list,  so 
that  vacant  berths  are  filled  fairly  and,  to  avoid  revenue  loss,  promptly. 
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CHAPTER  5 

THE  RECREATION  AND  PARK  DEPARTMENT  SHOULD 
CONSIDER  NEGOTIATING  A  RENT  INCREASE  FOR 
THE  ST.  FRANCIS  YACHT  CLUB 


CHAPTER  SUMMARY 

The  rental  rates  in  the  leases  of  the  Golden  Gate  Yacht  Club  and  the  boat  fuel 
concessionaire  at  the  San  Francisco  Marina  Small  Craft  Harbor  (harbor)  are 
reasonable.  However,  the  rental  rate  paid  by  the  St.  Francis  Yacht  Club  is 
comparatively  low  because  it  is  based  on  a  40-year  agreement  entered  into  in  1973  which 
provides  for  only  modest  rental  increases  every  five  years.  We  surveyed  several  other  small 
craft  harbors  in  Northern  California  and  found  that  the  rental  rates  paid  by  the  two  yacht 
clubs  and  the  fuel  concessionaire  at  the  Marina  Small  Craft  Harbor  vary  in  their  relation  to 
averages  for  similar  tenants  at  other  harbors.  To  make  concessionaire  rents  at  the  harbor 
equitable,  the  Recreation  and  Park  Department  (Department)  should  enter  into  negotiations 
to  amend  the  agreement  with  the  St.  Francis  Yacht  Club  to  increase  its  rent.  If  the  St. 
Francis  Yacht  Club  agrees  to  have  its  rent  aligned  with  the  rent  paid  by  the  Golden  Gate 
Yacht  Club,  the  Department  could  realize  over  $48,000  annually  in  additional  revenues 
that  it  could  use  to  defray  the  costs  of  the  debt  service  on  the  loans  that  will  likely  be 
necessary  to  renovate  the  harbor. 

BACKGROUND 

The  Recreation  and  Park  Commission  has  agreements  (leases)  with  two  yacht  clubs,  the  St. 
Francis  Yacht  Club  and  the  Golden  Gate  Yacht  Club,  and  with  a  boat  broker  and  marine 
fueling  float  facility  (fuel  concession),  which  is  operated  by  Gashouse  Cove  Marina,  Inc. 
(Gashouse  Cove  Marina).  Each  of  these  lessees  rents  property  at  the  harbor — including 
berths  for  the  yacht  clubs  and  a  dock  for  the  fuel  concessionaire — and  pays  monthly  rent  to 
the  Department,  which  it  includes  as  revenue  to  the  Harbor  Fund. 

THE  RENT  OF  THE  HARBOR'S 
FUEL  CONCESSIONAIRE 
IS  REASONABLE 

The  rental  rates  in  Gashouse  Cove  Marina's  lease  with  the  Department  are  reasonable.  We 
compared  the  rental  rates  the  Department  charges  Gashouse  Cove  Marina  under  its  1989 
lease  amendment  to  those  of  ftiel  concessionaires  in  four  other  local  small  craft  harbors  we 
surveyed:  Coyote  Point  Marina,  Jack  London  Marina,  Oyster  Point  Marina,  and  Pillar 
Point  Marina.  Gashouse  Cove  Marina  pays  6  cents  per  gallon  of  fuel  sold.  100  percent  of 
boat  hoist  revenue,  1 0  percent  on  commissions  received  on  sales  of  boats,  and  80  percent 
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of  revenues  from  dr\-  boat  storage.  The  range  of  rental  rates  for  the  other  harbors" 
concessions  we  surv  eyed  was  1.5  to  5  cents  per  gallon  of  fuel  sold  and  2  to  10  percent  of 
the  concessions'  gross  receipts.  Although  Gashouse  Cove  Marina's  rental  rates  equal  or 
exceed  those  at  the  other  harbors  we  surveyed,  we  believe  the  rates  in  Gashouse  Cove 
Marina's  agreement  are  reasonable  given  the  desirable  San  Francisco  location  of  the 
harbor. 


THE  GOLDEN  GATE  YACHT  CLUB'S 
RENT  IS  REASONABLE 

The  rental  rate  in  the  Golden  Gate  Yacht  Club's  lease  with  the  Department  is  reasonable. 
We  base  this  conclusion  on  the  fact  that  the  Golden  Gate  Yacht  Club's  rental  rate  of  10 
percent  of  gross  receipts — established  in  a  1999  lease  amendment — is  the  same  as  the  rate 
set  for  yacht  clubs  at  two  other  marinas  we  surv  eyed  that  impose  percentage  rents.  The 
results  of  our  surv  ey  of  four  other  harbors  that  lease  space  to  yacht  clubs  is  presented  in 
Exhibit  8  below. 


Exhibit  8 
Yacht  Club  Rents 


Marina  Small  Craft  Harbor 

St.  Francis        Golden  Gate 
Yacht  Club        Yacht  Club 

Coyote  Point 
Marina 

(CountN  of  San 
Mateo) 

Oyster  Point 

Marina 
(San  Mateo  Co. 
HartxT  District) 

San  Leandro 
Marina 
(Cit>  of  San 
Leandro) 

Santa  Cruz 
Harbor 

(Santa  Cruz 
Harbor  District) 

Average 
of  Four 
Others 

Average 
monthly  rent 

S6,176 

S5,333 

S  1.000 

$350 

S250 

$6,009 

Estimated 
annual  rent 

S74.ii: 

SI  2.000 

S4.200 

S3.000        :  S~2.108 

1 

Percentage 
rental  rate 
(percent  of 
gross  receipts') 

NA 

10*;  0 

NA 

10% 

lOVa) 

NA 

10*0 

Leasehold 
(square  feet) 

60.000(b) 

31.000 

'.525(c) 

:".443 

18.700 

36.000 

Estimated 
annual  rent  per 
square  foot 

SI. 24 

S2.06 

S1.81 

SO.  15 

SO.  16 

$2.00 

SI. 03 

N.A.  =  Not  .Applicable 

(a)  Applies  to  all  sales 

(b)  Includes  dry  dock  boat  storage  area 

(c)  Includes  fenced  storage  and  building  but  excludes  parking  spaces 


Two  of  the  four  other  harbors  we  contacted  had  yacht  club  leases  similar  to  that  of  the 
Golden  Gate  Yacht  Club,  in  that  they  include  a  pro\"ision  for  the  club  to  pay  a  percentage 
of  its  gross  revenues  if  this  percentage  exceeds  a  minimum  monthly  rental  amount.  In  both 
cases — Oyster  Point  Marina  and  San  Leandro  Marina — the  rate  is  10  percent,  the  same  rate 
the  Golden  Gate  Yacht  Club  pays.  In  addition,  the  average  annual  rent  of  S2.06  per  square 
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foot  of  leasehold  that  we  calculated  for  the  Golden  Gate  Yacht  Club  is  only  slightly  higher 
than  the  highest  comparable  rate  of  $2.00  for  the  yacht  club  at  Santa  Cruz  Harbor. 

THE  RENT  OF  THE  ST.  FRANCIS 
YACHT  CLUB  IS  LOW 

Unlike  the  Golden  Gate  Yacht  Club's  rent,  the  rent  paid  by  the  St.  Francis  Yacht  Club  is 
low  in  light  of  the  harbor's  location.  This  is  likely  because  the  rent  of  the  St.  Francis 
Yacht  Club  is  based  on  a  40-year  agreement  entered  into  in  1973.  The  St.  Francis  Yacht 
Club's  amendment  of  agreement  of  assignment  (lease  amendment)  for  land  at  the  harbor 
provides  for  a  fixed  rent  rather  than  a  percentage  rent  as  the  Golden  Gate  Yacht  Club 
pays.  However,  the  St.  Francis  Yacht  Club's  lease  amendment  allows  for  increases  in  the 
rent  every  five  years  that  are  tied  to  the  Producer  Price  Index.  Based  on  this  provision  of 
the  lease  amendment,  in  July  1 999  the  Department  raised  by  3  percent  the  monthly  rent  of 
the  St.  Francis  Yacht  Club,  from  $5,973  to  $6,176.  According  to  the  Department's 
property  manager  responsible  for  this  tenant,  the  club's  leasehold  area  is  approximately 
60,000  square  feet,  on  which  is  its  building,  owned  by  the  yacht  club,  of  approximately 
46,500  square  feet. 

As  shown  in  Exhibit  8,  the  St.  Francis  Yacht  Club's  annual  rent  of  $1 .24  per  square  foot 
of  leasehold  is  above  the  average  of  the  other  yacht  clubs  we  surveyed  ($1 .03)  but 
significantly  lower  than  rents  charged  of  yacht  clubs  at  Coyote  Point  Marina  ($1.81)  and 
Santa  Cruz  Harbor  ($2.00).  Again,  because  of  the  prime  San  Francisco  location  of  the 
Marina  Small  Craft  Harbor,  we  believe  it  is  reasonable  to  expect  any  yacht  club  on  harbor 
premises  to  pay  a  rental  rate  that  is  at  the  high  end  of  the  range  paid  by  yacht  clubs  at 
other  harbors  in  Northern  California. 

Leases  of  the  City  and  County  of  San  Francisco  (City)  to  concessionaires  and  tenants 
should  provide  for  reasonable  revenues  to  the  City,  and  the  rental  rates  should  be  relatively 
consistent  for  all  lessees  of  the  same  type  in  the  same  location.  The  fact  that  one  yacht  club 
leasing  land  at  the  harbor,  the  Golden  Gate  Yacht  Club,  pays  66  percent  more  ($2.06 
versus  $1.24  annually)  per  square  foot  of  leasehold  than  the  other,  the  St.  Francis  Yacht 
Club,  does  not  appear  equitable.  We  understand  that  this  disparity  has  occurred  because  the 
amount  of  rent  paid  by  the  St.  Francis  Yacht  Club  is  based  on  a  fixed  monthly  amount  that 
was  set  by  agreement  over  26  years  ago  and  will  remain  in  effect  until  2014  if  not  changed. 
However,  it  may  be  possible  to  amend  this  agreement  to  provide  for  greater  revenue  to  the 
Department.  If  the  Department  were  to  gain  the  concurrence  of  the  St.  Francis  Yacht  Club, 
the  Recreation  and  Park  Commission  could  amend  the  St.  Francis  Yacht  Club's  lease  such 
that  the  rent  for  the  club's  total  leasehold  would  increase  by  66  percent  to  equal  the  rental 
rate  per  square  foot  of  leasehold  paid  by  the  Golden  Gate  Yacht  Club — an  increase  from 
$1.24  to  $2.06.  If  this  increase  occurred,  the  City  would  realize  $48,914  in  additional 
revenue  each  year. 
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RECOMMENDATION 


Because  the  St.  Francis  Yacht  Club's  lease  does  not  provide  for  reasonable  revenue  to  the 
City  and  does  not  expire  until  2014,  we  believe  the  Recreation  and  Park  Department  should 
enter  into  negotiations  with  the  St.  Francis  Yacht  Club  to  determine  if  it  will  agree  to  a 
lease  amendment  to  effect  a  rent  increase.  If  possible,  the  Department  should  increase  the 
club's  rent — either  with  a  higher  fixed  rent  or  a  change  to  a  percentage  rent — such  that  the 
rental  amount  per  square  foot  of  leasehold  would  be  comparable  to  that  paid  by  the  Golden 
Gate  Yacht  Club. 


We  conducted  this  audit  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:  Mark  Tipton,  Audit  Manager 
Millicent  Bogert 
Pablo  Payumo,  CIA 
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APPENDIX 

MAP  OF  HARBOR 
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 WATER  LINE 
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INA  IMPROVEMENT  PLANS,  1962 
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SEWER  LINE 
WATER  LINE 
ELECTRICAL 


SOURCE:  MARINA  IMPROVEMENT  PLANS,  1962 


EXISTING  CONDITIONS 

49 


RESPONSE  TO  THE  AUDIT 
RECREATION  AND  PARK  DEPARTMENT 
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City  and  County  of  San  Francisco 


Recreation  and  Park  Department 


May  25,  2000 


Mr.  Edward  Harrington,  Controller 
City  Hall,  Room  316 
One  Dr.  Carleton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mr.  Harrington: 

I  am  in  receipt  of  the  draft  performance  audit  of  the  San  Francisco  Marina  Small  Craft 
Harbor  (No.  98090)  that  was  recently  prepared  by  the  Audits  Division  of  your  office.  I 
commend  the  audit  staff  on  a  thorough  job.  The  harbor  has  been  in  a  state  of  decline 
for  a  number  of  years.  Neither  the  Recreation  and  Park  Commission  or  the  Board  of 
Supervisors  have  yet  approved  a  plan  allowing  the  Department  to  rebuild  the  facility 
after  several  versions  were  submitted.  The  Department  agrees  with  the  majority  of 
the  recommendations  set  forth  in  the  audit  and  believes  that  it  can  act  on  a  number 
of  them  in  the  very  near  future.  The  new  Director  of  Marina  Operations 
(Harbormaster),  Mr.  Edward  Ross,  starts  on  June  1,  2000.  I  have  confidence  that 
management  will  greatly  improve,  necessary  rule  changes  be  made  and  enforced, 
and  that  rebuilding  of  the  harbor  be  expedited. 

The  Department  appreciates  the  hard  work  that  went  into  this  audit.  Clearly,  there  is 
much  to  be  done  to  bring  the  San  Francisco  Marina  Small  Craft  Harbor  into  the  21^^ 
Century. 


Joel  B.  Robinson 
Acting  General  Manager 


McLaren  Lodge,  Golden  Gate  Park 

501  Stanyan  Street 

San  Francisco,  CA  94117-1898 


Phone:  (415)  831-2700 
Fax:  (415)221-8034 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
City  Attorney 
Public  Library 
Budget  Analyst 
KPMG  LLP 
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